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Lithuania declare$4tamal |X«£an Sef 
independence froA&flscow “?T nt 

By Quentin PacJ and John Parlcr In Moscow ^ UltO tTOIlblC joUttialiSt 


World News 


Business Summary 


Israeli ruling Brady backs 
coalition near co-ordinated 
collapse over supervision 
peace talks of markets 

brad's Gove rnm ent partners. More coordinated regulation 
Ukud and Labour, are near of US stock and ftrtures mar* 
to breaking op their coalition kete is being considered by 

after failing to approve US pro- a high4evel working group 
posals for Israa^Patestfaiaii of tfie Bush Administration 
negotiations. with Treasury Secretary Nicho- 

When Premia- Yitzhak las Brady prising far these 

Shamir again refused to pot markets to be supervised as 

to a vote the US formula on a single entity. 

falhi gWiflrt- art w-hinirwimti. A letter to the leadhur mem- 

tions. Labour leader Shimon hers of the secmities suiycom- 

Peras and five colleagues mittee of tiie Senate B ank i n g 

walked out of a 12 -man inner Committee, siting out the 

cabinet meeting. Page 16 main Brady options, became 

, mIm - publfc over the weekend. 

AflWII SWOrn HI Page 16 

Patrfcto Ayiwin was sworn 

in far a four-year term as EUROPEAN Monetary System: 

OiDe'a first elected president The weakness of the D-Mark 
after more than 16 years of and the return to favour of 

right-wing military rale nrvt^r the dollar kept the EMS quiet 

to^StoPinodiet,who last week. The Italian bra 

lost a vfehisdte last October. maintained its position as the 

Page 0, Observer, Page. 14 strongest membe r of the sys - 

tem awn at timM threatened 

Thttchor under fire to move above its cross rate 

v_ . . . „ . Hm<t against the weaker cur- 

renciS^oBank ofttaly took 
ana calm Conservative party the opportunity to increase 

its reserves of Mtorks and 
gave some support to the rela- 
tively weak French franc. CUB- 
t BKNCIES, Page 27 

a number af Tory MFs want Elflfi Match 9 1990 

her to step down before the ™ S Mamh9,1990 

next general election. Page 
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Romanian protests 

Anti-government protesters 
iImi » ipi M H ny Ww removal of all 
Communist and secret police 

irtflimw fa Wnmanw iwmn n. 

strated In Bucharest and two 
provincial cities. Page 2 

Swod inh industry 

The Swedish Government has 
unvoted a strategy promising 
more active state Inter v ention 

■ fn IiMllWJrhll nmJi nrtiiriii( f 

‘through a state holifing com- 
pany to include Sweden's 
seven pnhUdy owned indns- 
trial enteipdses. Page 4 

Sudanese amnosty 

Sudan’s mffitary Junta has * 
released 21 trade union offi- 
cials from detention and said 
all political prisoners except 
those fitting cdfratrtian • 
charges would be Dreed soon. 

Arab League mow* 

The Arab League Is to move 
its headquarters back to Cairo. 
It moved to Tunis in 1979 after 
Egypt signed a peace treaty 

with Israel. Pages 

3Kmw wrararawaa 

Soviet txoqps wfil start leaving 

Hniw »rp twfay nivtor a tlma . 

tol^ftvfullwitodrawaltlmt 

fthate HTming opp osition p»ll> 

ties say they want to speed 
up after Hungary's first free 
elections. Page 2 

Beirut car bomb 

About 20 people were wounded 
when a booby-trapped car 
exploded near a Syrian ndh- 
tary base in a densely popu- 
lated residential area « west 
Beirut. 
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By Quentfln Peel and Jolm Parker In Moscow 
The Soviet republic of 

T.ifhramiH last nigfit declared 

its formal restoration of inde- 
pendence from the Soviet 
Union. 

At the same time it ap pealed 
to western governments to con- 
firm their recognition of its 
status as an independent stale 
which was never legally incor- 
porated into the USSR. 

The republican parliament 
appr oved in principle a decla- 
ration that read: "The Supreme 
Soviet of Lithuania, figpremring 
the will of the people, resolves 
jiwH proudly proriaims-ih&t the 
sovereign rig™ of the former 

Lithu anian state, occupied in 
1940, are now reborn." Mem- 
bers of parliament -renamed 
the Supreme Council instead of 
the Supreme Soviet by the dec- 
laration - supported the decla- 
ration by 124 to none, with six 
abstentions.- 

The move amounts to a fun- 
damental challenge to Mr Mik- 
hail Gorbachev, -the Soviet 
leader, at a time when he la 
already s t r u g gl ing to impose 
his authority on a rebelttaus 
C ommunis t Party and force 
through the creation of an 
executive presidency to stop 
the disintegration of the Soviet 
Union itself. 

It comas an top af a compa- 
rable move to Ammul o u tri g ht 
independence from the 
southern republic of Georgia, 
and rapid steps in that direc- 
tion from the neighbouring 
Baltic republic of Estonia. 

The Lithuanian parliament 4-__- — . 

had already showed Its deter- whether the count 
mination to press for indepen- 
dence yesterday by electing Mr tory Lithuanian musical his- 
Vytantas Landsfaezgis as presd- toay, is the leader of the inde- 
deht of the assemhly. «w«t pendence movement SaJudis. 
therefore erf the republic -the He was elected by 99 votes to 

first Zion-Communist to hold 42 in a contest with Mr Algfcr- 
such a post in the Soviet das Brazauskas, leader of the 
TTnim, Mr Landsbergis, a 57- independent Lithuanian Cam- 
year did professor of 20 fh-can- saraoiat Party, in the first test 



By WRIlara Dawkins 

in Paris 

PLANS FOB a multinational 
bank to help east European 
countries a g fat econo- 
mies s uff ered an unexpecte d , 
setback at a weekend meeting 
in Paris of senior H T ,g T *** > offi- 
cials of the 41 eastern and 
western ramntties bacfcbg the 
scheme. - 

The meeting, which was sup- 
posed to agree on an outline 
c onstitu tio n of the French-in- 
spired European Bank for 
Reconstruction and Develop- 


By Andrew Gowers, 

Middle East Editor, 
in London 

THE UK Government and Its 
European Comm unity allies 
yesterday appealed to Presi- 
dent fladday yi Ifaadn of frag 
to spare the ttfo of a Brittoh- 
hased journalist sentenced to 
death in Iraq for espionage. 

Britain’s ambassador to 
Baghdad, Mr Harold Waiter, 
delivered an -urgent humani- 
tarian appeal to the Iraqi 
leader from Prime Minister 


ended in disagreement Margaret^Thatriier for ctoltt- 


Dananstratoxs wait outride the Hflwanlaii _ 
whether the country should resume tts Indep endence 



for toe result of a vote on 
Soviet Union 


of wiDs between Safrafis and 
the local party which declared 
jtsLmm independence from 
Moscow last yoer by breaking 
wUETthe ranks af tfaeOammn- 
nist party of the Soviet Unfrm. 

Mr Brazauskas' refusal to 
bow to Mr Gorbachev’s 


aerwmaH trial me party retain 
its Brito with the CPSU has 
made fa*™ the most popular 
political figure in the republic. 
But it was not enough to pre- 
vent the party's landslide 
defeat at Sajwtts’s bands dnr- 
CflUOniwl (ML rwgo is 


Gorbachev urges sharing of power 


ECUPwfr ■DyPMMw, By Quentin Pawl in Moscow 


After four days of emotional 
deb a te th e Ttaite i Ammniiht 
Party, the biggest in the We«t- 
em world, voted overwhelm- 
ing^ for a radical transfonoar 
tion into a new social democrat 
mass movesnont. Page 4 

Ten dead in HaRf 

Ten peagde were reported 
kQlea and 100 injured in vio- 
lence in Haiti amid reports 
that Gen Prosper Avril was 
preparing to leave the country, 
following his resignation as . 
president CfrUlan leader to 
be named today. Page 5 

Mo n golian rally 

Thousands of MonroHan cam- 
muniste staged thrar first rally 
in Ulan ftdor, criticising newly 
formed opposition movements 
as undemocratic and calling 
two of their leadens traitors. 

Cathode shot dead 

A Roman Catholic man was 
shot dead in west Belfast by 


Traffickers hanged 


in 12 dties bringing the total 

executions far nartxrtics-related 
primps this year tO 100 . 


The chart shotos the constrai nt s 
on-EMSaxchangeraanrEkr-^ - 
upper grid, based an the 3 /s- . . 
tern’s weakest currency, defines 
the cros&rates from xnfach only 
the peseta mag move by more 
than 2h per cent The lower 
chart gimscwrvncies’ diver- 
gence firm the central rate 
against the ECU. 

AMAX Gold, an 87 per cent- 
owned subsidiary of Amax, 
third largest US aluminium 
manufacturer, is paying J14ita 
cash far the 40 per cent of the 
Hayden hill Gold Venture in 
California it did not own. Page 
20 

STEBUNG: The Bank of 
E ng l an d sold up to $500m of 
reserves last Friday and is pre- 
pared to intervene in support 
of the pound if the currency 
comes under renewed selling _ 
pressure this week. Page 16, 
Currencies, Page 27 

ABBOTT Laboratories; A 
long-smouldering boardroom 
row has flared at Abbott Labo- 
ratories, Chicago-based US 
heal t hcare group and super 
performer on Wall Street. 

Page 19 

KOEU8AI Kogym Some 1000 
enmkiyees of the Japanese 
aerial survey operator threat- 
ened to strike ifitsuMro 

Kotani, the biggest shareholder 
and a stock market speculates:, 
resigns. Page 19 

JOHN Brawn Engineering 
snatched a £48m ($77m) gas 
turbine contract from GEC-A1- 
stbom, the favourite until late 
last month, to win the order 
-from China Light and Power 
of Hang Rang. Page 5 

MEXICAN inflation was 29 
per cent in February, bringing 
the figure for the first two . 
months of the year to 7.1 par 
cent, compared with a budget- 
ary projertion of 159 per emit 
for 1990. Page 5 

tfGM/UA: Giancario Parretti, 
Kalian flnaTK-inr whn mn 

Wednesday will begin a $L26bn 
push temtor Qfller for MRM/ 

UA Hblfrwood film and televi- 
sion studio, made a $50m secur 
rity deposit. Page 19 


MR Mikhail Gorbachev, the 
Soviet leader, yesterday .held . 
omen the door for the mlin g 
Communist Party to cooperate 
with othOT political parties in a 
future multi-party system, 
w hite insisting that it must 
still remain part of the coun- 
try’s government 

fa his most radical statement 
yet on the implications of the 
party’s recent dedshm to aban- 
don its constitutional monop- 
oly an power, he declared that 
it must fight now to tr ansform 
its leading role "from a formal 
declaration, into a political 
reality" 

rir speech, an the fifth anni- 


versary Us dection as Com- 
munist Party General Sece- 
tacy, was delivered to an 
e xt ra o rdinary pfmudri of the 
party’s rating central commit- 
tee, which was intended to 
endorse new party rales - and 
eowflrai Mr Gorbachev as its 
candidate for the new post of 
exec utiv e president, to be cre- 
ated this week. 

He called on the serried 
ranks of Communist Party 
leaders themselves to propose 
the neces sary changes in the 
constitution this week which 
would “formaline: equal possi- 
bilities for the Communist 
Party and other political and 


d^iupMrinW^rxifit 
which Would, fa effect, destroy" 
the tradition Of “democratic 

centralism" by which the party 
leadership enforced unswerv- 
ing obedience to the policy 
determined by the centre^ 

H s speech came as pro-de- 
mocracy radicals stepped up 
their attacks on the plans for a 
presidency. Insisting that the 
Congress of People's Deputies, 
tiie country's supreme consti- 
tutional authority, had no 
mandate to con s ider such a 
sweeping change in the power 


gteeJfE 


to dacha* • mate mm m et- 
gency. nda tor decree, auto par- 
liamen ta iy - tegfriatte n. and 
moat critically, to distanc e 
himself from the political con- 
trol of his own Communist 
Party. 

The radical Iriter-Btedonal 
Group of Dqmtfes, led by Mr 
Boris Yritstn, tite leading rebel 
wi th in the Coranunist Parly, 
y es t erda y d enou nced the plan, 
insisting find a referendum be 
held first, and every union 
repaUto be consulted. 
Oi Hillmwl on Frige 16 


on n JBSsc khot nnportanr teen- 

QffWnli mni meet bfiatexaliy 
inthe next few weeks and try 
to: settle tiudr d i f fe re nc es at 
■nr fl iw nnsfaediiled'fDB scs-. 
akm on April 9 and again in 
Amegne otregy, 

JBhiance lniwhtflrB fawti tiia 

countries involved were due to 
have completed the bank’s 
■IfllMlw QBXt mniift, but Mr 
Jacoues Attan French FlesL 
dent Francois Mitte rr a nd's ape- 
dal adviser, who c hair ed tiie 
session, insisted thai.it was 
still on target to start 

i «|m i n» t V i, H t nt OMd of Qfe 

year or early next 

*1 am confident tiiat tiie out- 
standing banes win be settled ' 
soon. We are era the road to a : 
oansensas," said Mr AtteH. 

There was broad agreement 
tiiat the bank should have a 
capital of around EcuHKmi 
(gl2bn) t more than the US, 

■ Japan arid Britain bad origl- 

nally wanted. Officials also 
agreed on the bank’s basic aim 
of nriraring market e msKBiii es 
into Eastern Europe, as wdlaa 
on detai ls of to stru cture^ pm 

iH viwnyi fly f*| |iMfalL tt 8 

tkra arid xriations with other 
financial testations, said Mr 
AthriL 

_ That ln»Twdnd Bgrmmmrf 
tiiat tim Bh wp aan O mum anfly 
dxafld hold a par cant of the 
capital and that the bank 
should land to jadrQc infra- 

uv wat wri erao r , as recont- 
»®nW ty fi» EC hut eerfits- 
wtotedby Waflhfngtoa. 

Bowevor, Mr Attafi refttsad 
; to ^ ri Tr m anggn aUnna that 
loans to the public sector 
would be limited to 40 per cent 
of total lending. 

Mr Atmn admi tted that “one 
of several areas of disagree- 
ment" was how much and 
under what conditions the 
Soviet Urikm, which will sub- 
scribe to tiro capital, would be 
allowed to borrow. Another 
wu how to set the exchange 
Continued on Page 16 


earn? for Fund naanf*. m Ira- 
nian-born Journalist w orking 
for the London Observer news- 
paper. 

Separately, * deleg ati on of 
three EC ambassadors -from 
frdnnd, France and Italy - 
toge d^ajfo nto ^ e te tite 

promised to pass an birth as a 
matter of argency. 

Britahi wfiZ tofory attenqit to 
mobilise finflur internatfamal 
pre ssure on Iraq to tflUlHtflfa 
the death sentence, both 
through the United Nations 
and through direct contacts 
with friendly governments. 
OfltcMn said an appeal for 
help to tbe Soviet Union, an 
Imp orta n t ally of Iraq, would 
be eonahlered todav. 

Mr Baaaft, 81, who Is not a 
British eftben but was visiting 

fraq on a UK travel dmuiueut 
vrben he was arrested last Sep- 
tember, was accused of spying 
for Israel and sentenced to 
death by the Baghdad Btrvoln- 
tinoray Court m Saturday. 

His arrest followed a vfatt to 
a secret miB ter y jnetaBation 
soofli of Baghdad. Mrs Da^me 
Paxhh, S3, a British nraae wbo 
took htm to the atta in her car, 
was also s entenc e d an Sstar- 
day to 15 yeere In jaO. 

Bri tish offi cials have 
expressed shock at tiie sever* 
By of the sentences. Mr MU- 
Ham WaMegrave, the jtottor 
F ore ign Office minister, arid 
on Saturday that Britain** 
relation* wtib fraq wobM sef- 
fcrwww damage If the darih 
a a nten ce ware carried out. 

So for, the UK Goreannent- 
anxious not to break with a 
comitry Britain regards as «n 
Imp o rlant power and a lucra- 
tive market in the Middle 
East-fans been trying to keep 
its options open over the case. 

It nas derided not to with- 
draw Its ambassador from 
Baghdad. It is possible the 
Government may send a 
high-level emissary to meet 
tiielragUeadar. 

Lombard, Page 15; Justinian, 
Back Page, Section II 


Westland helicopter group wins 
civil aircraft component orders 


By Paul Botin, Aerospace Correspondent; In London 


WESTLAND, the British 
helicopter group, will 
announce today $26Qm worth 
of orders to supply parts for 


CFM56-5C engine Jointly made 
bv SwwmH and General Elec- 
tric of the US which powers 
the new Airbus A-340 foor-an- 


grammes. The defll* mark a 
significant diversification into 
the growing civil aircraft mar- 
ket, decreasing its retfance on 
the troubled helicopter sector. 

The company, based in Yeo- 
vil, south-west England, has 
won civil aircr aft component 


orders worth $120m from , ,kefc>.; 


Mr Alan Jones, Westland’s 
chief executive, said he 
regarded the three orders "of 
great significance" to Westland 
because they reflected the com- 
pany's efforts to broaden its 
base and expand operations in 
th» buoyant civil aircraft msr- 


McDonnell Douglas in the US, 
a further $90m orders, from 
Dorhier, the West German 
aerospace company controlled 
by Daimler Benz, 

850m order from Hispano 
Suiza, a subsidiary of the 
Fre nch state-own ed Snecrna 

group. 

Westland Aerospace, the 
group's aircraft component 
subsidiary based an the Isle of 
Wight, will supply engine 
nacelles — casings -for the new 
McDonnell Douglas MD-11 long 
range trijet programme, the 
Dornier 828 turbo-propeller 
commuter aircraft and the 


CONTENTS 


"Our basic policy is to take 
the skilled and engineering 
resources af the group and 
address them, to growing mar- 
kets like the civil aircraft busi- 
ness." he ' said. Hie claimed 
Westland was developing a 
leadership position , in the 
engine nacdles field in the UK, 
ndiHwg Hmt it intended, to pur- 
sue a wide range of high-tech- 
nology opportunities Tin the ' 
civil aircraft sector. 

The UK company aho sup- 
plies components to Boeing for 
Its Dash-8 turhOjprop aircraft 
and is in discussions with the 
US group to stqiply parts for 


Boeing’s 787-X wide-body air- 
craft project jf ft is launched 
later *Mw yean • ■ 

Westland has been building 
up its civil aerosDOiDe business 
to thefile TofWlStfolr timpast 
three years. Sales of the aero- 
space division totalled £48m 
(879m) in the 1989 financial 
year or Just under 10 per coot 
of the gram's overall turnover 
Gf $43?m-7Mr Jones said, he 
ex pec te d to see -the aerdasiace 
annual sales evon- 
tnaQy top. the wanm miA * . , 
*In1te : C0ro hdkxqrtffl' activi- 
ties, which. . accounted for 
2297m of group turnover to the 
1999 financial year, Westland is 
pinning Us hragt am hopet fa 

flw - Ah^flABaTlBn ESMJ1' naval 

and* 1 transport^ heUcoptfer ■ as' 
well as an same impeartote : mil- 
itary -contracts to the MhUDe 
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THE MONDAY INTERVIEW 

Playwright Stephen 
Poliakoff be] laves suc- 
cessive govern- 


• However, the~uhcertafarty- of 
the helicopter market and 
■ w ea tem defence 1 budgm. cuts 
have, dearly put pressure on 
Wettifoad to expand - . Its pres- i 
enoa tn the hl^b growlh chdl 
rircraft; sector. . r. . ' 


me Huh Plotting next five years for industry 
with new lease of Ittri — - ; ■ y • 
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THE SOVIET UNION 

The Soviet Union Is in the throes of 
a social, political and economic 
revolution that may well be as tar 
reaching as the 1917 October Revo- 
lution. Today, a day alter the fifth 
anniversary at the ascent to power 
at President Gorbachev, the Finan- 
cial Times publishes a survey on 
the Soviet Union. 

This 20-page survey, one of the 
most ambitious yet undertaken, 
took six FT Journal 1st* across the 
country In collaboration with the . 
paper's staff bureau in Moscow. 

The survey provides a provoca- 
five asses smen t of the prob- r 

lams and prospects for a j 

superpower in turmoil. 3 
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Compares - 

Britain 

Companies ^ 
Appoin t im as . 

World Guide 


manta- in particular 
under Margaret 
Thatcher - have stifled 
Britain's Industrial 
regeneration at its 
roote. Poliakoff felt so 
strongly, he wrote a 
play about ft. 

Page 32 
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OVERSEAS NEWS 


ft 


Soviet forces to start final I Estonians seek to bring back 1940. 


withdrawal from Hungary 


By Paul Winfrey In Tallinn 


By Mchoias Denton in Budapest 


THE SOVIET forces which, 
have occupied Hungary cm a 
“temporary” basis since the 
end of the Second World War, 
today begin a total withdrawal, 
under an agreement signed 
between the two countries at 
the weekend. 

The timetable for the Soviet 
pull-out closely matches that 
agreed recently with Czecho- 
slovakia; the deadline is June 
30, 1991, and the process begins 
immediately with today's 
departure of one rifle battalion 
stationed in western Hungary. 

Saturday’s compact between 
the Soviet Union and Hungary 
envisages that to per cent of 
Soviet forces will depart by the 
end of the year and 90 per cent 
by the end of February 199L 

Mr Ferenc Somogyi, head of 
the Hungarian negotiating 
team, said y es te rday that all 
basic Hungarian de m a nd s had 
been me t. 

The Soviet Union had set 
August 1991 as the earliest 
date by which their equipment 
could be removed, but compro- 
mised when the Hungarian 
Government agreed to buy 
mnrfi of the Soviet cal and gas 
stores and to arrange the rale 
of other materiel. 

Mr Somogyi admitted that 
the Hungarian side bad capital- 
ised on the Soviet interest in 
concluding the agreement 


before the Hungarian elections, 
due in a fortnight, after which 
the Government will be less 
acq uiescent 

The strongest opposition par- 
ties, who will dominate the 
next parliament, have all 
oaTfrd for withdrawal over a 
time span much shorter than 
that which the ruling Socialist 
Party has accepted. 

Some politicians have said 
that Soviet forces took 
two days to enter Hungary to 
put down the 1956 uprising 
they can leave in two days, too. 

The Socialists will still tty to 
riafm credit for the agreement, 
but by presenting the final 
deadline as a bad deal, the 
opposition parties have dulled 
fhg Government’s triumph. 

The observers at the talks 


Soviet soldiers remain sta- 
tioned in Hungary, along with 
another 50,000 civilians and 
dependents. 

The Soviet military presence 
in Hungary, which has no bor- 
der with a Nato country, was 
never as impressive as mat in 


from the Hungarian opposi- 
tion, with an eye on the forth- 
coming elections, have called 
for the incoming freely elected 
government to re-examine the 
agreement, with a view to 
accelerating the withdrawal. 

In response to their criti- 
cisms, Mr Somogyi yesterday 
stressed that the agreement 
specified that the last of the 
Soviet forces should leave “not 
on June 30 hut before; if every- 
thing goes well, it could be 
completed before.” 

After unilateral withdrawals 
which began last April, SOjOOQ 


But the Soviet withdrawal 
wifi take as long because Hun- 
gary was a staging-post for the 
Soviet forces ftntber west and 
so an important location for 
supplies. 

Over double the amount of 
equipment and material was 
stored in Hungary as in 
Czechoslovakia, according to 
Mr SomogyL 

Last November, a summit 
meeting of the Warsaw pact 
alliance issued a condemnation 
of the invasion of Czechoslo- 
vakia, but no such statement 
has been made over the Hun- 
garian events of 1956. 

“We must give a dear pic- 
ture of 1956 and the Soviet mil- 
itary interference,” the Hun- 
garian Foreign Minister Gyula 
Horn told a news conference in 
Moscow. 

Mr Horn also called for the 
scraunhur of a friendship 
co-operation treaty under 
which the Soviet Union seat in 
troops in 1356 to put down 
Himg ary*s reform movement 


t'HR 499— member Congress of Estonia 
yesterday passed a resolution d ecl a ri ng 
itiwif tp be the legitimate representative 
of the Estonian people aud calling for 
the ree stablishment of independent 
Estonian statehood. 

The two resolutions passed by the 
Congress, winch rjahna to be the lawful 
descendant of the Estonian parlia m e n t 
dispersed in 1940, declared that Estonia 
was a “free an ^ independent" republic 
which had been occupied by Soviet 
troops for 50 years. * 

Although technically not a declara- 
tion of independ en ce, the two resolu- 
tions were the opening round in a pro- 
cess organisers believe will lead to 

The Congress also decided to demand 


the withdrawal of all Soviet troops sta- 
tioned on E sto ni a n soil and despatched 
Mr Fudftl T-fpmag; a physicist W&O Was . 
elected c h g i rtnMn of toe Congress, to 

Moscow, where he wffi meet representor 
tives from Latvian and Lithuanian pap- 
ular movements today to agree cm a 
joint position for forthcoming negotia- 
tions with Moscow over Baltic indepen- 
dence. 

Yesterday’s meeting was the culmina- 
tion of a year-long campaign by Esto- 
nian nationalists. Rather than 
independence through the Supreme. 
Soviet, as other Baltic republics are 
doing , Estonian activists chose to elect 
an entirely new body, which organisers 
claim is the legitimate heir to the body 
deposed, by invading Soviet tanks in 


1940 . “We do not intend to achieve inde- 
pendence through the body set up by 
the occupying powers," Mr Tunne 
an activist, told the assembly. 
**We have reached an historical summit 
where the suffering and aspirations of 
our people have finally come together,” 

AVmg with the ‘Declaration Concern- 
ing the Legal Restoration of State 
Authority on the Territory of Estonia", 
toe delegates, who include 35 represen- 
tatives elected by Estonian communi- 
ties abroad, requested a UN debate over 
the Soviet Union's violation of the 
Tartu treaty of 1920. which established 
the independence of the tiny Baltic 

The rfrisgates to the Congress were 
elected by a reduced electorate of 


700,000 Estonian citizens. Only thoae 
who could prove descant Bran cmzens 
of the once-free Estonian Refmbhc were 
entitled to vote. The voting took place 
over a toll week afortolght aro. 

Elections for the Estonian Snpreste 
Soviet will take place on Sunday March 
is. Congress organisers 
Estonians to take part to the Supreme 
Soviet elections, flies tMj 
not recognise the legacy oftbgt body. 

-In relation to Estonia, the Supreme 
Soviet is illegal," Mr Edgfrgwtam, 
who is expected to be pagcS theteam 
sent to negotiate wtthMoscow, 
explained to the delegates. "Butin rela- 
tion to the Soviet Union it is stffltegai. 
We mi H* have good relations with it to 
achieve independence." 


. . . and Georgians plan to revive the republic 


By John Parker In Moscow 


LITHUANIA is not the only Soviet 
republic declaring independence. Last 
Friday, in Georgia, the local parliament 
ai«n declared fiiogd toe trestles under 
which the republic joined the Soviet 
Union and demanded immediate negoti- 
ations with Moscow to recognise its 

nlairn tO 

At the game time, more radical 
nationalists went a step further by say- 
ing ttm t Amt tomorrow they will set up 
an government for an inde- 

pendent Republic of Georgia which they 
rfaitn hag never to eriet- 

Tn an extraordinary of the 

Georgian Supreme Soviet, the Commu- 
nist Party first secretary, Mr Gigi Gum- 
baridze, pushed through a resolution on 


the defence of the republic’s sover- 
eignty, which said the proposed new 
presidential powers were “unaccept- 
able”. The resolution also said that 
Georgian delegates to the Congress of 
People's Deputies should not take part 
in the vote an the question when xt is 
held in Moscow today or tomorrow. 

During the debate in the Georgian 
partiament, speakers c al le d the new 
powers a “violation of the rights of 
Union republics" and said that “there 
was no guarantee that after Gorbachev 
some other individual would not come 
to this Everest of power” 

At the end of last year, the Georgian 
Supreme Soviet had declared that any 
action by the authorities in Moscow 


that contradicted the Georgian constitu- 
tion would automatically trigger a dec- 
laration of independence. 

On Saturday. 4,000 people, including 
SO h an g er strikers, rallied outside the 
government and Communist Party 
headquarters in Tbilisi, the republic’s 
capital, to protest against presidential 
rule. A similar rally was held in Kiev, 
the capital of the Ukraine republic, 
where, according to the main national- 
ist organisation. Rakh, 50,000 people 
dmonstrated against the proposed new 
powers. 

More militant Georgian nationalists, 
however, have dismissed the actions of 
the Supreme Soviet Thqr argue that no 
talks should *ak» place with what the 


call the occupying powers. At a meeti ng 
of their leaders in Tbilisi on Saturday, 
they there was a “loss of trust In 
the present leadership of the republic 
which is acting in accord ance with the 


instructions of Moscow.” 

The meeting of the Co uncil fi g the 
Salvation of Georgia, the group which 
represents the radicals, also said that a 
forum of alternative political parties 
ftpd movements — of which there are 
nearly 100 - would convene in the capi- 
tal t o m o rrow in order to choose their 
own coalition government 

This government they edited, would 
be chosen at the headquarters of the 
TwsHtntP of Marxism-Leninism in Tbi- 
lisi. 


; s. * 


% 

Not everyone 


has a First Class 


good enough to 


give away 


think that you’ll be impressed by our 
First Class service. 

Afery impressed. 

So herefc an incentive to try it for youisd£ 

Book First Class with TWA non-stop to the 
USA and well let you take a companion with you. 
And his or her flight will be free* 

All you have to pay are the standard airport 
and security charges. 

You must book and pay by the end of March, 
but you can fly anytime in 1990. 

Which gives you the opportunity to experience 
our superb Hist Class service with a colleague; 

Or a friend. 

Or even a good friend. 

Because when you have a service this good, 
you can’t wait for everyone to tty it. 

Talk to your travel agent or telephone TWA 
on 01-439 0707. 
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For the best of America 


Hopes for gradual 
German unification 


By David Goodhart in Bonn 


MR Wolfgang Schauble, the 
West German Interior Minis- 
ter, stressed yesterday that Ms 
Government's preferred con- 
stitutional route to uni- 
ty - through Article 23 

- would ttfll allow for a grad- 
ual, staggered, merging of the 
two countries. 

The Article 23 route, by 
which the Bast German 
regions simply declare them- 
selves part of West Germany, 
iu« been n-wriwa as an ovex- 
hasty path to unity. 

But Mr Schfinhle said on 
West German television it 
would be wrong to Imagine 
that one day after an Article 
23 decision the entire legal 
and soctel sy stem of West Ger- 
many would become effective 
in East Germany. 

He quoted the example of 
the Saarland,, which joined 
Germany, using Article 23, 
after a referendum in 1955, 
but then spent several years 
gradually adapting its institu- 
tions to West German stan- 
dards. - 

Mr Schanhie also said that 
the two German states and the 
four victorious. World War 
Two powers would work out 
the details themselves. “We 
must of coarse inform and 
consult everyone - all our 
Nato partners and European 
neighbours,” he said during 
the television discussion. 

“But the decisive questions 
will he dismissed between the 
Germans, the two states in 
Germany, and the font pow- 
ers. That does not suit-' every- 
one else in Europe, -as wa 
know." 

- In East Germany, campaign- 
tog for the country's first free 
elections an March IS entered 
its last week with opinion 
polls showi ng th at the Social 
Democrats (SPD) and a three- 
party conservative alliance 


might havejto form a “grand 
coalition.” The polls s ug gested 
the Alliance for Germany, 
witrf by West German Chan- 
cellor wrfmwt Vniii, «nd the 
SPD were running virtually 
neck-and-neck and neither 
would be able to foam a gov- 
ernment cm its own. 

The wartime allies - the 
United States, Soviet Union, 
Britain and Prance - will 
begin unity negotiations with 
West and East Germany in 
Bonn on Wednesday. 

The so-called “two-plus- 
four** faibt aim to plot the 
security contours of a united 
Germany, indading tea mili- 
tary sta t us , the bo rder with 
Poland. Poland, alarmed by 
equivocation in Bonn about 
German recognition of its pos- 
twar borders which tnexude 
large areas of former German 
territory, 2ms i— iwfcwt a dip- 
lomatic offensive aimed' at 
in imiiii g a place at the 

Also at the weekend, the 
West German Social Demo- 
crats officially hacke d the 
position of the party deputy 
leader, Mr Oskar Lafontaine, 
and called far the final aboli- 
tion of all inc en t i ves for East 
Germans to emigrate to West 
Germany. 

The two main incentives are 
integration money of more 
than DM10,000 ($5382) fai the 
first year and priority status 
for public housing. 

• Only 8 per cent of those 
expelled from Germany's for- 
mer territories in Poland want 
to return to their, or their par- 
ents’, former homes, according 
to the BUd am Sonntag news- 
paper. The views of the 12m 
refugees from these'terxitories, 
and their descendants, is 
thought to be one reason why 
Mr Helmut Kohl has risked 
international rebuke over the 
Polish boarder question. 
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Protesters demand end of 
Romanian secret police 
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ANTI-GOVERNMENT 
protesters demanding, the 
removal of all Communist mwi 
secret police influence in 
Romania demonstrated in Buc- 
harest and .two provincial 
cities. I yesterday, - Beater 
rapdrte from Bucharest. 

Demonstrators massed in the 
Opera Square in Timisoara 
.where the Romanian revolu- 
tion began on Dec 16 last year 
and in. the centre of the Molda- 
vian of Tari. 

'Hare than ljsoa people took 
part in an illegal march 
through central Bucharest to 
file headquarters of the Provi- 
sional Council of National 
: Unity (PCNU). 

The Council is responsible 
for Romania’s government in 
the run-up to democratic elec- 
tions cm May so following ty 
overthrow and execution of 
Communist dictator. Nicolae 
Ceansescu. 

Troops and police guarded 
the. building but did not into, 
ven* .as the crowd shouted 
anticommunist sln gawa and 
called for the removal of Mr 
Ion fliescu, the provisio nal 
President 

. . Many Bomanterw are suspi- 
cious of former Communists 
who have assumed an influen- 
tial idle in the National Salva- 
tion Front which dominates 
: the PCNU and some of the 
political parties which will con- 
test the elections. 

The demonstrators also 
chanted against Mr 
Ceausescu’s widely hated 
Securitets secret police appara- 
tus which has been formally 
d isbanded bat many of w ho se. 


officers have been absorbed by 
the army. 

Romanian radio reported 
that several hundred people 
..•'demonstrated In Iasi, in the 
■ '--northeast of the country near 
the Soviet border. 

The demonstration was led 
by local journalists who have 
been on strike for six days and 
Included demands for press 
freedom and a five-day work- 
ing week, as well as further 
action against former Securi- 
tate agents. 

The provisional gover n ment 
has been - introducing the 
shorter working week gradu- 
ally, with every alternate Sat 
urday free. 

The radio said that a procla- 
mation of the aims of the revo- 
lution was read in Timisoara in 
weste rn Romania. r 
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Arab League to 
return to Cairo 

By. Tony WaHter and Jfam Ai-Tahrl in Cairo - 


THE headquarters of the Arab 
League, central organisation of 
all Arab states, is to return to. 
Cairo after.an 11 -year absence, 
Arab League Forogn Ministers . 
dcckted In Tunis, • .'■ 

The decision in principle to 
relocate the League's General 
Secretariat marks the final 
step in Egypt's rehabilitation 
as fewtiwg Arab The deri- 

sion win give aboostto Egypt 
at a time when it is bolding 
delicate talks with the US a od 
Israel on the peace process. 

The League’s HQ. was moved . 
to Tunis m 1979 after Egypt 
signed its peace treaty with 
Israel. The treaty led to, 
Egypt's suspension from the 
League. News of the decision 
to return to Cairo was carried 
by. Egypt’s Middle East News 
Agency. A formal announce- 
ment is expected soon, with a 
derision on' the date, at 
the next -Foreign Ministers’ 
meeting in Tonis in September . 

Cairo is set once again to 
became the centre of regional 
decision-making. Egypt lost 
this rate when, ft sigiipri the. 
1979 peace treaty. The decision 


comes two years after Egypt's 
readmission to the League at 
the May, 1988 Casablanca sumr 

its'. fellbw-'Arab states into 
agreeing to the move on ihe 
grounds that the . . Arab 
League's 1945 charter requires, 
its HQ to be in Catro. 

A farmer senior Egyptian 
dijdomat said the decMon was 
significant in Ughl of current, 
efforts to revitalise top MJflflltf- 
East peace process. “The Arab 
League is returning to an ; 
Egypt in a. state of lukewarm'' 
peace with- Israel. It todicates 
the Arabs are approaching the . 
peace issue rationally.” - 

A Western official worried 
that Egypt might now fed, aa 
host to the Arab umbrella 


adopt cautious consensus por- 
tions. Slice fiaimMaHMi' -it ^ has-' 
drown an' independent 
notably on the peace issue. 
Egypt, the US and Israel axe 
holding talks on. a trfoartfte. 
mee tin g leatTfng to a dialogue' 
in Cairo between Israel and 
Palestinians bn proposed -West 
Bank and Gaza Strip elections., 


Mosbacher 
to keep up 
pressure 
onKaifu 

By Mer Bkklel( US 
Editor, in Washington . 

MR Robert Mosbacher, . the US 

Commerce 1 Secretary, today 

starts -a r week-long, visit, to 
Tokyo; expressing confidence 
about progress in opening Jap- 
anese markets, but reinforcing 
President George Bash's, warn: 
ipg thflt YftRoivrn g . these! trade: 

Issu es- ts crujej af for tf good 

^ n gjwriw puf tiwshlp . 

^Ks visit comesat a. ae os lli ve 
time ' in PS/Jananese relations, 
with an interim report due in 
thiee weeks on talks over the 
Structural Impediment Initia- 
tive 1 on market opening and 
With US dwwfffww B' tW« 
summer on disputes over 
timber, satellites and super- 


There is growing Congressio- 
nal pressure for tough action 
in absence of real progress 
n^tBeaedUcusdlioPS.- ■ 

* . Mr Mosbacher, known for 
WaTijtfphy^j said in a briefing . 


Political decision over journalist’s life 

Andrew Gowers asks what chance of success for a clemency appeal 


proposed West in. . Washington before leaving on pcdttk 
Strip elections - t . siigyj« ft J*T 


New Delhi to appoint 
minister for Kashmir 

By K.K. Sharma in New Delhi arid Zafer Moral 


The Gove rnment of VT. Singh 
in New Delhi is to appoint a 
minister in charge of Kashmir 
affair s following a decision by 
an all-party aaiogatiwi that vis- 
ited Srinagar last week to seek 
a political solution to the Kash- 
mir issue. 

Kashmir ]g now under gover- 
nor’s rule following the recent 
dtemi^Mi of the state govern- 
ment led by Dr Farouq Abdul- 
lah, toe leader of the national 
conference-congress coalition. 
The new governor, Mr Jag 
Mohan, was appointed to head 
the admi n is trative governor of 
the state. 

The derision of the all-party 
delegation, which met in New 
Delhi for the ««wmd time after 
its return from Srinagar over 
the weekend- is though to 
reflect the feeling that Mr Jag 


Mohan bad not adopted a polit- 
ical approach to the problem in 
Kashmir, where militants have 
launched a violent movement 
for secession from the Indian 

union. 

Mr VJ?. Singh, India’s Prime 
Minister, has -stm-to appoint 
the new minister for Kashmir 
affairs but this is widely expec- 
ted to be Mr George Fernandes, 
at present minister for rait 
ways. Mr Fernandes was a 
member of the all-party delega- 
tion which.- went to Srinagar 
last week and he is the only 
member who was able to estab- 
lish contacts with the local 
people. He is also a friend of Dr 
Abdullah.. 

Kashmir has become more 
tense recently because of a 
large-scale exodus of Himfag 
from the main valley.. . ; 


DIRECT INVESTMENT ABROAD 

EG tops list of US 
investment proj^ipte,; ; 

ByGuy do Jonquldres, Intemahonal Business Editor. ^ - 


ALMOST two-thirds of 'all 
foreign direct-investment pro- 
jects announced by US manu- 
facturing companies last year 
were made in Europe, most of 
them in the European 
Community, according to a’ 
survey carried out by the Con- 
ference Board. 

The Board, a business 
research organisation, said the 
number of such projects world- 
wide totalled 217. 20 per cent 
more than in 19B& The value of 
the 62 projects for which fig- 
ures were disclosed was 

Europe attracted 188, or 62 
per cent, of the projects, of 
which 116 were in the EC, 13 
were in other parts of Western 
Europe and nine were in ' the 
Soviet Union and Eastern 
European countries. 

Ja. tiie EC, acquisitions were 


by for. the moetcommon fom* 
of direct investment, account- 
ing for 72 of the cases recanted. 
The rest of the projects were 
joint ventures, new plants 
and expansion, of existing 
facilities. 

The UK was the single most 
popular location worldwide, 
attracting 38 projects, mare 
than the whole of Asia and 
Africa. 

Canada was in second place 
with 35 projects, twice the 
number reported.in 1988. 

The Board said the strong 
pace of US manufacturing 
investment abroad continued 
into this year, when new acqui- 
sition and jotot ventures were 
beteg^cpmpleted .almost, every 
'day. 

27m Conference Board, 201 Ave- 
nue Louise, B-1050 Brussels. 
Tel- 640 624a 


But his mere presence in 
. Tokyo; ia-bouxuL to Increase 
pdbUc.pressnre Mr Toshlki 
■ Ksiftii the: Japanese Prime Mte 
isterv who has cosne under crit- 
icism at home «WiM ni ending 
President Busk In GaHfornia 
earlier 'this month. Mr Mbs- 
bacher'wfll see Mr Kaifti on- 
Tbnteday: -/ : ' s :'r:\ ■ ■- ■■ 

• " Thitf ' Commerce Department 
has made publicly available 
copies of a background US 
analysis to the joint US/ Japa- 
nese price survey published 
last November. This factual 
survey shows a clear.pattem of 
much higher prices in Japan 
than in the US, even for domes-' 
ficaSy produced goods.' 

In the absence' of agreement 
on the redsons for the discrep- 
ancy, the US b««» published its 
own analysis, particularly an- 
fla pHiit anH w-limHflr goods for 
businesses. Oh the basis of 
in te rviews, the report states 
that prices Are Mgfan- in Japan 
because markets there are far 
more wma rnt r ulpii than In the 
US, with a single manufacturer - 
«We to set the price and act as 
a price leader. . . . ; ' : 

The second^ conclusion Is 
that the .tnpMiteng fHirtrih nflmi. 
system Is far more- complex, 
involving many levels between 

thfl . mmwifartnw ffll tiw ' imiL ' 

useiv raising the" final price. at 
the of .the dmiii. imported 
goods, must, .be handled by., 
importers ***>*« general trading * 
companies in addition to n»» 
normal distributors and/or 
manufacturer’s sides represen- 
tatives. 

Mr Mosbacher, who will 




vate-sector leaders on his visit, 
expressed cautions optimism 
about possible changes in regu- 
lations on new retail stores 
which have been- pressed by 
the US : during'. foe structural 7 

iTnpwrilmgQta foTfcw, 

While arguing that, for the 
first time, the reelected. Kadfri 
Government recognised the 
need to act to hefo domestic 
consumers, Mr .Mosbacher 
stressed the sense of urgency. 
“We need to make sure there is 
a clear understanding, between 
the president and the prime 
minister cm the import a nce of 
trade as a really long-tann con- 
ditkm for a good partnership.". 

The trade problem "could 
really foul up our partnership/* 
he said. 



T HE British Govern- 
ment’s attempt to save 
the life of Farzad Bazolt, 
a journalist working for the 
London Observer newspaper, 

by appea ling to the Iraqi tauter 

- mi “humaiutarian'* grounds, is 
one of its more unusual ercr-. 
rises in di ploma tic 
itetfon. 

. President Hussein 

Is, after all, not a character 
noted for his finer feelings. He 
. inns. a country which must 
rank as one cf the most ruth- 
less' and. repressive police 
States in the world. He has 
long been lambasted in the 
West for his regime’s abuses of 

JUjiUSQ pl ^Tihy 

Why should he worry hire 
self unduly about the fate of ami 
Iranian-born journalist who 
happens to have fan**n foul of 
the authorities white on a visit 
tolraq for a British newspaper, 
and is accused by Iraqi officials 
of spying for Israel? 

The answer, of course, is 
that if there is any hope for 
ctemency in Bazoftis case, it 
rests not on humani tariam but 
on political grounds. That Is 
thu calcmTation on which Mrs . 
Margaret Tbathhet J based her 
last-minute plea through the 

R rW«h rnnhiwflBrin r fa Ha gMaH 

yesterday, and which is driving 
Britain’s .effort to mobilise . 
EuTopean and international 
s u pport, for its campaign. 

There' bad never been much 
hope that Bazoft, who was 
ar re sted after visiting a topse-- 
cret military installation south 
of Baghdad last September, 
would receive a trial in which 
justice was both done and seen 
to be done. Iraq does not pos- 
sess anything resembling an 
independent judicial system. 

Iraqi citizens, as testified by 
a cnmprril «Bii« n human ri ght* 
report* published by foe 1 US- 
,base& Middle East Watch last 
nkndh, * , enJoy neither freedom 
of expression nor freedom to 
form, or join political parties or 



Obsover Editor Donald TreUbrd (centre) protests ontside the Iraqi embassy in London yesterday 


trade unions —Their govern- 
ment subjects them to forced 
relocation and deportation, 
arbitrary arrest and detention, 
torture, disappearance, and 
summary and political execu- 
tion.” 

Bazoft, moreover, was tried 
by the Baghdad Revolutionary 
Court This body, set up in 1968 
to try political and security 
Offences, leaves defendant no 
right of appeal - save to the 
President himself. It holds its 
hearing * exclusively in cam- 
era; -and the accused are 
almost Invariably dented inde- 
pendent lagat counsel. 

Whether or not the death 
w n hmpB in thfa pps p {5 carried 
out will thus depend exclu- 
sively on President Saddam 
Hussein’s political Judgement 
- and more particularly, 
whether he cares about inter- 
national pressure more than 
about the perceived need to 
punish what hk nffirfain have 
portrayed as a breach of Iraqi 
natiramT security. 


Tim curious fact is that Iraq 
does care to some extent about 
its htemaHnnal hnag a During 
the eight-year war with Iran 
that ended in August 1968, Sad- 
dam went out of his way to 
court Western support. Since 
the ceasefire, he has been battl- 
ing far an increased flow oS 
Western credit andexpertlse to 
help with his country's recon- 
struction. 

He has even been trying to 
create an Impression of 
political liberalisation. Local 
elections were held last year, 
and Iraqis were promised a 
new constitution that will give 
them the right to form political 
parties. As recently as this 
weekend, he offered an 
amnesty to exiled leaders of 
Iraq’s Kurdish minority - men 
he had previously vowed to 
kfCL 

Saddam has also shown 
some sensitiv ity 11111 the h uman 
rights question. “I do not say 
that we respect and care fbr 
hnman rights as we really wish 







in Iraq," he told a group of 
Arab lawyers in November 
1988. “However, with God’s 
help we will reach the stage 
that will satisfy us and you.” 

Few observers believe these 
changes amount to much. Sad- 
dam’s personality cult remains 
as formidable as ever - as 
does the grip on power he 
wields through the Baath party 
apparatus, the security ser- 
vices and an all-pervasive net- 
work of informers. Outsiders 
still find it almost impossible 
to gain reliable information 
about what is going on in the 
country - which is scarcely 
surprising since almost all 
information on government, 
economy or society is consid- 
ered a wfafa secret. 

Bat the fact that Saddam 
feels constrained at least to go 
through tbp mntfnrm of glas- 
nost leaves room to hope that 
he will not wish to tarnish his 
image pwrjin-iwg i y |>y executing 
a journalist for going about a 
journalist’s business. 




Mandela to 
begin first 
visit abroad 
today 

By Robert Taylor 

in Stockholm 

IT SHOULD come as no 
surprise that Mr Nelson Man- 
dela’s first journey outside 
Africa, which begins today, 
should be to Sweden. The neu- 
tral Nordic nation has enjoyed 
a special relationship with the 

African National Congress 

since the early 1960s. 

Indeed, since the fin a nci a l 
year 1972-73 the Swedish Gov- 
ernment has providedSKi430m 
(£42L5m) In direct assistance to 
the ANC. As much as SKi85m 
is provided in the current bud- 
get and up to SKrlOOm more is 
going to other South African 
organisations such as the 
United Democratic Front, the 
International Defence and Aid 
Fund and Cosat u, the trade 
union federation. 

The finnnciai links between 
Sweden and the ANC are now 
formalised. Every May senior 
civil servants from the Minis- 
try of Foreign Affairs In Stock- 
holm visit ANC headquarters 
in Lusaka to discuss in detail 
the ANC's requirements for the 
coming year. None o f th e 
money has gone into buying 
weapons for the armed strug- 
gle. It is mainly devoted to 
helping with the care of ANC 
refugees, assisting in agricul- 
tural development, education 
and health care. 

A handful of other demo- 
cratic countries - Norway, 
Holland and Denmark - have 
also supported the ANC in 
practical ways over the year s 
but none has been as compre- 
hensive as Sweden. 

The anti-apartheid cause has 
been well-organised across the 
small towns and villages of the 
country for over 30 years, 
through a coalition of the polit- 
ical parties and the Lutheran 
Church. 
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Deutsche Bank Group 


\n 


DotrtscteBankAG 
Hoad Office 
fiHjnusarta^B 12 
PO. Bex 10 06 01 

BOOORankftmaoiMMni 

Til.: (69)7160-0 


P*ot*dii AO 
London Branch 

(LBMiepsgaa 

London 6C2PZAT 
*M; 0)0717000 


BranchM. subsldUnM and lapraumatiwi dflcaa in Eyggpg, Amuentem. Amvxwp. Barcatona and mom than TOO branehw 
h Serin, frusieh. BudapoL FMani BaceMo el Gwmany wth mow than 1300 branch**. Gena*, buntoJ, Lisbon. London. 
LuSBnaLuxandXHsg, Madrid. ManchMU* Mtan and more than 100 taandwa m Jtehr. MocCOvn Oporto, Parte. Ronardam. 

MtatoMomMtdao. New Itolt, POno Atogre. Santiago da Ovln.Sto Pauto. Tbronin. VWtemaiad fttoca and Mwtdtn Eagr 
Cato. Johnnnaatxva lagoo- Manama ’fchran Banotak. Bei>no. 0orobav- Cotomoo. Hojiq Kooq_ Jakarta. Karachi. 

UafaLi«nputLaiHn.Macaa ManHa, MaBiounaNagova.itoi«Da>iLOuka. Pusan. SochiI. Snoaporo. Surateva. Sydney. 








4 


FINANCIAL TIMES MONDAY MARCH 12 1990 


OVERSEAS NEWS _ 

Way forward signposted for up-and-fighting EC steel 

The Commission plots the next five years for a newly recovered industry, Lucy Kellaway reports 


France’s defence 
procurement 
‘must go high-tech 9 

By Ian Davidson in Paris 


AW internal French 
government report has recom- 
mended that the French 
defence industry concentrate 
more an high-technology sec- 
tors, and. abandon those 
branches which have little 
such content or poor export 
prospects. 

The report, drafted by a 
working group of industrial- 
ist, djpfanate and senior civil 
servants, would represent 
something of a revolution in 
French defence procurement 
policy. 

The policy has traditionally 
been based on the premise that 
the French Government should 
buy virtually all Its defence 
equipment in France, and that 
France’s defence industry 
should produce virtually the 
entire gamut of defence equip- 
ment. 

France has long prided itself 
on being the worm's third-big- 
gest defence-equipment pro- 
ducer, hrfiiTid the US and the 
Soviet Union, though in scale 
the French industry is gener- 
ally neck-and-neck with that of 

But the report, drafted under 
the aegis of the policy planning 
Bhiff of the Forekm Minis t ry, 
concludes: “France no longer 
has ftnimrifli haute for com- 
plete technological indepen- 
dence, and that is why the 
administration must mafcA 
choices in Due with its means”. 

The report makes no bones 
that its recommendations 
would involve a sweeping 


restructuring of the defence 
industry. 

“One or two industrial com- 
panies will stay In certain sec- 
tors," it says, “but others will 
either have to abandon entire 
branches, or have to give up 
prime contracting by finding 
cooperation abroad". 

The futures of Dassault, the 
fighter manufacturer, and of 
the Groupement Industrial des 
Armaments Terrfestres (GIAT), 
the state-owned ordnance con- 
cern, will depend on their abil- 
ity rapidly to find industrial 
partners, who might in a first 
phase be French. 

Some low-technology sectors, 
hitherto regarded as sensitive, 
will have to be given up, says 
the report, which has been 
leaked to the daily newspaper 
Liberation. As examples of dis- 
pensable sectors, it cites artil- 
lery and shells, where France's 
main suppliers are the com- 
pany Creusot-Loire and GIAT. 

The report criticises current 
plans to produce carrier-bocne 
fighter aircraft — apparently a 
direct criticism of the recent 
decision by ^ defence minis- 
try to go with manu- 
facture of a specialised naval 
version of th " Dassault Bafale 
fighter, instead of buying F18s 
off the shelf from the US. 

It also censures plana to pro- 
duce a military computer. 
French naval shipbuilders, 
which contribute little to the 
balance of payments, should 
geek jinks abroad 


Cognac men In good spirits 


FRENCH cognac producers 
yesterday reported a record 
year in 1989, thanks to fast 
growth In Japan and Asia, 
where drinkers are taking to 
the best-quality brands, Wil- 
liam Dawkins reports from 
Fiuls. 

France produced just over 
FFrtbn (£927m>- worth of 
cognac last year, a 5^ per cent 
rise over 1988, the producers' 
association, BN1C, said. France 
drank only 7 per oent, export- 
ing the rest, which contributed 
FFr&4hn to its trade balance. 

Cognac exports were up 
nearly a quarter in value. 


the world market for 
spirits has been flat or declin- 
ing. Sales to the US slipped &5 

S er cent to 29m bottles, with 
a pan in second place (27m 
bottles), underlining the suc- 
cess of French luxury goods in 
a market other areas of French 
industry argue is still unfairly 
closed to foreigners. 

Cognac aakwi in Asia as a 
whole rase 28 per cent in vol- 
ume (33 per cent In value). The 
EC took s&n bottles. Britain 
kept its place as Europe’s top 
cognac importer (17m battles) 
followed by West Germany 

(1 7m ) 


T HE crisis days are over 
in the European steel 
industry. Stem Is becom- 
ing a business like any other. 
The way forward is through 
the free market Companies 
that invest will succeed. 

TMs is the general thrust of 
a weighty document approved 
by the Commission last week 
plotting the next five years for 
European steel. The industry, 
which only 10 years ago was 
declared to be in a state of 
manifest crisis, seems to have 
made a lasting recovery. 
Partly through its own 
a w ) partly 

to the Ecu 40bn CE28bn) subsi- 
dies that have poured into 
European steel companies 
since 1980, the industry is now 
profitable, and relatively set- 
tled. 

Its latest vital statistics show 
it to consist of 379 companies, 
producing 20 per cent of the 
world's capacity, with a turn- 
over of Ecu SO.OOOhn, val- 
ue-added of Ecu 15,000bn and a 
payroll of 400,000 people. 

The Commission's report is 
based on the forecast of a 
healthy European economy, 
growing at about 3 per cent a 
year. Against this background, 
steel demand is set to grow at 


plots the next five years for a newly recovered industry, Lucy Kellaway reports 

hi l uiu an 1 anti 9 nn< pant . Wtffii Isbrb hpWnrt lft mnct mtnrMK. The Sinirta MMvf ift oiwm. wmi nlat frrna cl m n i if. iHnaMiftr. whOfi th6 strengtl 


between 1 and 3 per cent With 
forfher reductions in capacity 
and the shift 1 to more efficient 
production techniques, the 
weight of excess capacity will 
become less of a problem. 

On the industry's own plans, 
the Mg capacity cuts cf the last 
decade are likely to continue, 
although at a much slower 

Having come down by some 
30m tonnes since 1980, capacity 
is expected to fell by another 
7m tonnes over the next three 
years to about 184m, and there- 
after to stick at around that 
level until 1995. Production is 
expected to edge up slightly 
from about 137m tonnes to 
about USm-ldSm tonnes in 
1995. 

In the past few years, the 
fudastnr has resncmded to the 
needs of Its customers, slowed 
the substitution of steel for 
other materials, and kept the 
net level of exports constant at 
between 10m-12m tonnes a 
year. Given investment pro- 
jects already uniter way, over 
the next five years production 
will become faster, better and 
cheaper. 

The report does not suggest 
grounds for complacency. It 
points out that Europe still 


lags behind its most competi- 
tive partners, and urges com- 
panies to use the present years 
of windfall profit to invest 
more for the future.. . 

Even though European steel 
producers have reduced the 
number at hours It takes to 
produce a tonne of steel from 


Tartly through Its own 
investments and partly 
through the subsidies 
that have poured in, the 
European industry Is 
now profitable and 
relatively settled’ 


&9 in 1983 to 34 in 1988, Japa- 
nese producers are busily aim- 
ing at two hours per tonne. 

Average energy consumption 
in Europe is 22 glgajoutes per 
tonne; in the Far East it is 
18GJ/tonne. Moreover, there 
can be little hope of dosing the 
gap when Investment in 
research by European steel 
companies is running well 
below that of Japanese and 
Korean producers. 


The Single Market is expec- 
ted to have a strong positive 
effect on the steel industry. 
Even though steel has always 
been a special case, covered by 
the protectionist Treaty of 
Baris, rather than by the more 
liberal Single Market 'Act, the 
general deregulatory fading of 
1982 will make new emphasis 
on the free market “Irrevers- 
ible'’. 

The 1992 protect should pro- 
vide a windfall for the industry 
in other ways, the report notes, 
with a “very considerable'* 
effect on energy costs, and a 
possible reduction to financing 
costs of 10 per cent at least. 
This should mean that steal 
prices dm come dawn, without 
profits being squeezed. 

Aside-efietf of thel992dfiad- 
Bne is a new dynamism, on the 
part of steel companion. The 
study claims that the ideas of 
managements have undergone 
“a f u nda me ntal reappraisal 
which should generate the ' 
right strategies for the future”. 

Companies are »kn 
to do the right things to pro- 
tect themselves against fixture 
downturns and strong competi- 
tion from outside. These 
include; paying more attention 
to customer service and com- 


mercial investment; diversify- 
ing into areas other than steel; 
takeovers and mergers; special- 
ising in high-quality products, 
and more integrated produc- 
tion tec h niq ues . 

To succeed, big mergers, 
especially- cross-border ones, 
may be necessary, the Commis- 
sion nates. But it warns that 
even in the name of further 
rationalisation, it Is not going 
to tolerate arrangements that 
lead to cartels in production or 

pririny 

ft suggests big steel compa- 
nies would do well to consider 
fiipaniHny farther into distri- 
bution fir other member states, 
hut Mute it might not permit 
.the big steel companies to 
tighten any further their grips 
cm dis tributio n in their home 
market. 

The C t y nn^ifHiBn also holds 

out hope for a general freeing 
of trade over the next five 
years. Since 1989. it has been 
increasing the quantities per- 
mitted under its voluntary 
restraint arrangements, and 
has been cutting down the 
■number of c gt e g™^ to which 
they apply. 

ft notes that the new US quo- 
tas expire in 1992, (after which 
they may be lifted altogether); 


while the strength of Yen 
has meant increased imports 
into Japan. ... 

The good newt comes wHha 
sting in the 

ued and even stifto antMniap- 
measures" wifi betoken 
against any com^^uj^riy 
JS^hsing their Industries. 

In this new open and emu- 

petitivewarMjBCstedOT^ 
{lies' trade balances t o the rest 
of the world are not expected 
to change much from I388 tev- 
ete of S-4m tonnes, reaching 
between 133 and 8.7m tonnes 
by 1995. . 

But the composition is likely 
to continue to shaft as Europe 
continues to import more 
semi-finished and unsophisti- 
cated products such as con- 
crete re-inforcing bars, ana 
export more valuable items 
i fka coated sheet 

The Commission’s report 
will form the basis for its pol- 
icy towards the industry over 
the next five years. The conclu- 
sions have yet to be worked 
out, hut it is clear from the 
tenor of the report that any 
producers who think they are 
grti^ g to be cushioned into the 
next downturn will lie disap- 
pointed. 


Athens cracks 
down on the 
tax-dodgers 

TBS Greek Parliament has 
passed a fiscal reform law 
aimed at curtailing wide- 
spread tax evasion and broad- 
ening the tax base to Include 
Greece’s 900,000 farmers, 
Kerin Hope reports from 
Athens. 

The legislation provides far 
privatising 28 heavily-indebted 
hiHmiMai wmipmiwi national- 
ised by. the formar Socialist 
government, and sev- 

eral others. 

"The law Is designed to 
malm tax collection fairer and, 
more efficient The only people 
who pay all their taros now 
have it deducted at source,” a 

Wnanfit Ml n hhy nHlrial said. 

At least Driwsoabn <£12L9bn> 
in income escaped taxation in 
1989, white increases in VAT 
receipts in 1989 faB &0 per cent 
short of forecasts. Hu only 
new faxes are a 2S per com; 
capital gains tax on profits 
tram property sales, and a 
stamp tax <m now businesses. 


Italy’s co mmunis ts relaunched in tears 


By John Wyiea in Romo 

THE task of tearing up Its 
ideotogcal roots and relaunch- 
ing itself towards ‘‘re formism " 
proved almost too much for the 
Italian Communist Party at the 
weekend, 

-The final hours of the party’s 
special Congress in Bologna 
saw its leader break down In 
tears, coaly a slender majority 
cf delegates voting in favour of 
keeping Italy inNata, and the 
affirmation of a large minority 
which wishes for ever to be 
communist. 

Nevertheless, from today the 
PCI is launched into Its “con- 
stituent phase” which may last 
from nine months to a year. 
Then comes another Congress 
which win formally baptise the 
new political formation of the 
left, around the flag cf which 
those who wish to create an 
alternative to Demo- 

crat-dominated governments 
will be urged to rally. 

Having openly paraded deep 
internal divisions over 
“whether” to abandon comma- 


Triffyn, xn|Ulif B$t 
ties over “what” to replace ft 
with, a new pluralist PCI faces 
its first test of public opinion 
in less than two months. 

Party officials say private 
polls indicate that in the local 
government elections of eariy 
May, it should bold an to the 
27 per cent share of the vote 
taken in the 1987 general elec- 
tion. Mare detached, observers 
are much less certain the polit- 
ical ground will hold beneath 
this newly fractions party. 

Certainly, Bologna should 
have convinced many ftatima 
that the PCI has for ever aban- 
doned that monolithic facade 
long imposed by democratic 

I X'iilrttTUrm 

The tensions which have 
built up over the past four 
months between the 66 per 
cent of the party which has 
lined up iwMral the reformist 
Una of its leader, Mr Achflfe 
Occhetto, and the 34 pa- cent 
opposed to the burial of (dd 
name and identity, surfaced 


TP OV iT ^y and HrgfHirf?f*a 1 ]y 3lt 
lunchtime on Saturday. 

Having made a relatively 
uncompromising closing 
speech mdlt around the decla- 
ration "X am not moving from 
this position”, Mr Occhetto dis- 
solved Mo tears when his old 
mentor and chief opponent, Mr 
Pietro Ingrao, offered him a 
salutary embrace. 

The magnified on a 
' giant screen around the oval 
hall, of their stocky mousta- 
chioed iftaWw sobbhur uncon- 
trollably, opened hundreds of 
other tear ducts among dele- 
gates and observers. 

But true grit was restored fix 
subsequent voting on motions 
and statutes which were vital 
battlegrounds for the Ingrao 
minority and the Occhetto 
majority. 

Tactical assaults by the old 
guard, such as attempts to 
require the holding of « refer- 
endum of the PGFs Ltn mem- 
bers on the new party and its 
programme, were solidly 


defeated. But Mr Occhetto had 
to request a confidence vote on 
a Young Communist motion in 
favour of leaving the Nato alli- 
ance. 

He was backed by 498 votes 
against 353 with S3 abstentions 
- a barely respectable victory 
on an issue of particular reso- 
nance at home and abroad. 

At the end of the day, the 
world was not much clearer 
about where the post-Commu- 
ntst PCI stands on the future 
European coder - Mr Occhetto 
implied that a reunified Ger- 
many would have to leave 
Nato - nor on the detail of its 
economic and social policies. 

The profile will have to be 
much dearer, and less radical, 
than it seems to be in prospect, 
before Mr Bettino C rail’s 
Socialists will even consider 
moving towards an alliance 
with Mr Occh etto . 

Without tire Socialists, the 
Tiatiat i Left will re ma in divided 
and the Christian Democrats in 
power. 


Sweden unveils 
new plan for 
industry 

THE Swedish Government has 
unveiled a strategy promising 
more active state toterreartton 
in Industrial restructuring, 
Robert Taylor reports from 
Stockholm. 

The strategy proposes a 
state-holding company to 
include Sweden’s seven public- 
ly-owned industrial enter- 
prises, which have market 
value of SEr2Sfan (£2-4bn) and 
employ 75,000 wo r ke rs- Up to 
85 per cent of the company 
will be owned by the state 
with the rest of the shares sold 
off. The company will not be 
floated on the market yet. 

Companies to he included 
are Procardia and Celsius; the 
wining concern LKAB; the 
steel combine SSAB; ASSI and 
NCB (forestry), and the FFV 
ordnance group. No changes 
can beexpected until talks end 
between the EC and European 
Free Trade Association on 
creating an economic space 
between the two areas. 


Parker Hannifin: 

Controlling motion in three vital ways 


Our business is motion and control, and no 
one else knows it quite as well. Parker Hannifin 
is a $2.4 billion worldwide company that offers 
the broadest and most complete line of pneu- 
matic, hydraulic, and electromechanical com- 
ponents and systems available today. 



performing countless motion-control func- 
tions. Parker pneumatics are currently used 
in automated machinery for packaging, • 
food processing, and assembly in die most 
modern factories around the world. 


Parker Hydraulics: 
the power to move 
nwuntains 


Parker to providing superior systems for automate^ fits 
factories of the future, and one example to toe 3D lAarriputetoc 

Manufactured by our Schrader BeHawrs division, the 3D is a 
"pk* and place” robot which can tower Jtseu; pick up obfaefs, 
end put them fen their designated places with total accuracy. 


playing a motor role in 
automation 

Parker pneumatic components and systems 
are at work all over the globe, from the assembly 
lines of computer chip manufacturers in theU.S. 
to die production lines in Europe. Enhanced 
by time-efficient, space-saving electronic 
controls, pneumatic systems are capable of 



In heovyduty appBcattone around flip world, 

OQfls rely on Parker's worldwide 
manufacturing, mainte na nce, and dtotrflauilon 
<apabffitireforh>tftwifc.axnp6nenteandsyateii^ 
Indudkig valves, pumps, cylinders!, Wars, 
connectors and reals. 


From power transmissions of hard-working 
vehicles (and the machines that build them) to 
sophisticated control systems for jets, Parker 
hydraulic components and systems axe provid- 
ing the muscle to perform labour that would 
otherwise be beyond man's power. 


Electromechanics: 
precision control to 
fractions of a millimetre 

Parker’s Compumotor/Digiplan micro- 
stepping control technology offers industries 
many advantages in exceptionally precise 
control of speed and position. These systems 7 V 
are making possible exciting new innovations 
which are helping design engineers make their 
most imaginative projects come tnie.- 

Instrumentation, laser/optics, robotics and , 
industrial controls are among the numerous .. . 


applications of flexible, intelligent computer- 
controlled motion. 

Parker is on the move throughout all 
five continents. Our international divisional 
organisation ensures we are positioned to 
enable us to be the only world competitor in the 
motion-control field capable of transforming 

the science of 
'motion into so 
many innovative 
solutions. 


Whan a 6-mm error can mult bj 

a bflBon-kBonwtre mtocalcidation, 
precise regulation of motion Is 
critical. Pfeiter electromechanical 
controls position « reflecting 
totoacopa to automtekarify 
compensate tor variances in the 
earth’s rotation. 



The Company has more than 800 product 
lines and offers 200,000 catalog items to 
customers in more than 1,200 industrial and 
aerospace markets. 

Shareholders have benefited from this 
diversity with 34 consecutive years of dividend 
increases and 159 consecutive quarterly divi- 
dends. 

Call er write to recei ve our Annual Report 


On 31 January, we relocated from Star 
House, Watford, to newly constructed facilities. 
Please contact us at Parker Hannifin 
Corporation, European Headquarters, 

■ Parker House, 55 Maylartds Avenue, Hemel 
Hempstead, Herts, HP2 4SJ, England. 

Tel: (0442) 238100, Fax: (0442) 238111, 

Tlx; 827766PHHEML 


Parker 
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sworn in 
as Chile returns 
to democracy 


HR Patricio Ayhrin was sworn 
in yesterday as Chile’s first 
elected president since a. 1973 
coop, taking over power from 
title long-time military leader. 
General Angosto Pinochet. 
Renter reports, from Valpar- 


Mr Ayiwin, a 71-year-old law- 
yer, headed a broad coalition of 
parties from the left to the cen- 
tre to win last December's 
presidential election. Geii Pin- 
ochet, who once said not a leaf 
stirred, in Chile unless he 
moved, it. was forced to step 
down after losing a plebiscite 
in 1988 designed to confirm 
him in power for eight more 
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Smiling broadly and waving 
at a crowd of thousands faring 
the streets and shouting his 
name. Hr Aylwin slowly 
his way through crowds of 
re p ort e rs and supp o r te rs in an 
open car. 

He was due to return to 
Santiago later to' address sup- 
porters from the balcony of the . 
Moneda presidential palace. 

Gen Pinochet will stay on as 
army commander-in-chief and 
politicians say he hopes to 
return as President. 

Police said demonstrators 
threw tomatoes, apples, shoes, 
mtna and sticks at Gen. Pin-' 
ochet as he drove to Congress. 

As he entered the futuristic 
new Congress bunding, mem- 
bers of Hr Aylwin’s coalition 
shouted “assassin, assassin”. 

Hr Aylwin, smiling broadly, 
kissed his wife and shook 
hands with the US Vice-Presi- 
dent, Mr Dan Quayle, Presi- 
dent Carlos Menem of Argen- 
tina, Uruguay’s President Lids 
Alberto Lacalle and President 
Jos6 Sarney of Brazil before 
leaving Congress- past a ' 
flag-waving crowd. 

Other leaders refused to 
meet Gen Pinochet, a condition 


Aylwin: a moderate lawyer / 

imposed by the outgoing gen- 
eral for foreign officials.' want- 
ing to go to the handover. The 
rest of the visiting 14 heads of 
state ami government wffl. take 

part in fatw; rwrnmnhtiw - - 

Gen Pinochet met Mr Quayle 
on Saturday at his home. 

Hr Quayle, who was. boded 
and whose; motorcade' was 
kicked by supporters of the 
mflttary ruler as he left the 
meeting, said to reporters'tibat' 
he had told Gen Pinochet his 
role in history would he deter- 
mined by bow smooth ‘Chile’s 
transition to democracy 
was. 

But toe 74-yearrid general 
complained he was misunder- 
stood. "Sixteen years ago we 
(fid what is happening in [East- 
ern] Europe now and' we 
weren't understood. What is 
happening with the Berlin. 
Wall . . . happened to us 16 
years ago when' the commu- 
nists were here,” Gen Pinochet 
told Hr Qnayte. 

More than L500 . people dted 
in the 1973COUp, which Ml tiie 
country's left- whig president, 
Mr Salvador ATienrig . dead in 
the bombed ruins .of the 

Mramria plnra 


Stock markets seen 
as expanding in 
developing countries 

By Stephen FkUery Euromarkets Correspondent ' • 



i nee 


THE importance of stock 
ma r ket s in developing conn- 
tries as a source of foreign cap- 
ital could grow substantially 
over tBe next - deradeyaccord-. 

on? beh^^ 

World Institute for- Develop- 
ment RfonnmtM Research. 

The study, ted by Sir Ke n- 
Twth Berrill, fiumec chairman 
of the Securities and Invest- 
ment Board in Britain, foresees 
foreign investment in these 
emerging stock markets rising 
from an estimated $Z5bn 
(£9-2bn) now, to glOObn by the 
year 2000. 

This jr n p upg a rise in foreign 
private investment in develop-, 
ing-country stock markets 
from about $lbn a year in the 
late 1980s to $5bnr$10bn annu- 
ally in the 1990s. 

However, if investors world- 
wide increase the percentage of 
their portfolios held in foreign 
markets, and if developing 
countries take steps to . reduce . 
barriers to foreign investors, 
these figures could be far 
exceeded, the report says. 

The importance to develop- 
ing countries of financial flows 
which do not create debt has 
grown as bank lenders have 
retreated because of the Third 
World debt crisis. The report 
adds: "Equity markets are a 
vital part of economic develop- 
ment - they encourage 
savings, help channel savings 
into productive investment, 
and encourage entrepreneurs 
to improve the efficiency of 
investments.’* 

Emerging stock markets 
have grown five-fold over the 
last five years and had a capi- 
talisation of $620bn in 1989. 
The $i5bn of foreign invest- 
ment in these markets repre- 
sents about a quarter of 1 per 
cent of the total pool of institu- 
tional funds in the main mar- 




f5~* 


Of the roughly 30 emerging 
markets, foreign investors are 
attracted to the long-term 

l of about 20, including 

7 -income countries such as 
India and highly-indebted 
countries such as Brazil and 
the Philippines. However, 
potential investors are limited 
by a shortage of suitable stock. 

Although the 30 markets list 
about 7,000 companies, only 
about 900 have the required 
tradeability for foreign inves- 
tors, and Korea, Taiwan and 
India account for about two- 


thirds Of this total. To ftiriwMHH* 
the supply to the 8bart Rm,-ifap 
study rails for tiie removal of 
tax dlecriinlnafldn nia w - 
tary . ^distortions- 

financing. . 

• to tiie longe r temi^ it- calls 
for . more pr faaHmqtfwn of pub- 
lic-sector companies, noting 

that- a study by the Interna- 
tional Finance Corporation,' the 
arm of the World Bank meant 
to encourage the private sector 
in developing countries,: has 
identified over 600 potential 

rarotiriatpB for ~tiy 

the 30 markets. .... 

It also urges measures to 
bring privately-held watipmriAS 

IMF should play a 
more active role in 
encouraging the 
. removal of barriers 

to market. Barriers .which 
restrict the access of foreign 
investors to the markets 
should be lowered, it suggests. 

Rules which' restrict foreign 
investment to . approved coun- 
try ftmds should be reconsid- 
ered. T.imfat on fore i gn owner- 
ship and control of. the 
corporate sector should^ be 
reviewed, with the role of not 
voting shares possibly expan- 
ded as a way of reconciling for- 
eign investor interest. , with 
domestic control. 

Taxation disin c enti ves, such 
as capital gains tax tor non-red-, 
ideal i n vestors and withhold- 
ing taxes on dividends, should 
be lowered. 

FlnaBy. protection given to 
domestic financial intermedi- 
aries- — . for example, to the 
management of comitry funds 

— nhfmM be W M»«n n lBfld. 

The report colls for a change 
in the articles of the Interna- 
tional Monetary Fund -condon- 
ing the use of controls to regu- 
late international capital 
movements, and urges the 
Fund to play a more active role 

m enwmrwg l pg fhA ^km awfllng 

of . barriers to capital move- 
ments. 

Foreign Portfolio Investment in 
Emerging Equity Markets . 
Study Group Series No & Pub- 
lished by the World Institute for 
Development-Economics 
Research of tiie Untied Nations 
Univ ers ity, Amankatu 42 C, 
00100 Helsinki, Finland 
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Sandinistas 
pass law on 
amnesties 

By tfm Coone in Managua. 

A .CONTROVERSIAL padage : 

af legMatimr is bring rushed 

through, the . Sandinisfa-con- 
trdQed National Assembly in 
Nb&ragna before the new US- 
supported Government takes 
offipeln six weeks, ' ' 

Ote law, which was peseen 
at the. weekend, pre-empts 
retaliatory measures by the 
new Government against out- 
going officials of the -San- 
dials ta Government, und^. 
investigation for alleged abate 
cf their positions. 

Cases - covered include 
charges of fraud 'and cotrnp-' 
tion, but' the amnesty -also 
extends to -members of the 
army, and police who have 
exceeded .their, authority. - 

Known,.-' as the General 
Amnesty and_ National fiecoo- 
i+Harinh Law, ft also quashes 
mw wniip against any- 
one- woo commit ted pediti- 
rally-related crimes against the 
state since, the Sandinistas 
cametb power in July 1979. . 

Such a general mn n e e ty luw 
been one. ' of tiie conditions 
demanded , by the US-backed 
Cduttte - in /order, for. Hup fo ; 
accede to' thrir demnWhsatibn. 

Other legislation, to the pipe- 

Hwa tefftjrt w m t fn r^nw Hrrrr!- 

Iorda .from reclaiming proper- 
tate, hbutes" and lands wm^i 
have -been expropriated from 
titan since 1979. 


Doubts over Mexican inflation 


By Richard Johns in Mexico City 


MEXICO'S rate cif inflation was 
23 per cent in February, bring- 
ing the figure for the first two 
months of the year to 7.1 per 
cent, compared with a budget 
axy projection of 15.3 per cent 
for 1990 as a whole. On an ann- 
.uaBaed basis, the Consumer 
Price Index (CPI) was up by 
255 per cent in the 12-month 
period to tin end of February, 
according to Bank of Mexico 
statistics. . 

At the same timp doubts are 
growing about just bow accu- 
rately the CPI reflects cost-of- 
living Increases. 

Far instance, the index main- 
tained by the economics fac- 
ulty of the National Autono- 
mous. University of Mexico 
reported that the cost of its- 
basfo basket of 42 goods and 


sendees far wor kin g class iam- 
ily was up 24 per cent in 
Decembor and January alone. 

The general expectation now 
Is that the Government will 

fclil tO +HlaHfm fO 8 

level even near the one tar- 
geted to the budget - 

Wage srittemait8 for skilled 
workers in contractual negotia- 
tions immediately in prospect 
are likely to for exceed toe 10 
per cent rise to the mfirimwin 
wage set in December for toe 
period to the end of July, when 
the current phase of the Pact 
for Economic Stability and 
Growth (PECE) comes to an 
end. The trend for them is 
likely to be in Bne with the 27 
per cent, including benefits, 
obtained by. the labour forces 
at Ford’s motor assembly pigwt 


at Hennosfila bfa* last month. 
The b usiness c ommuni ty Is 
SOW pigwwfag for a fa*al out- 
come cf 20-27 per cent. 

January’s 4-8 par cent 

fo er ffW O In the Qf Wrial CPI was 
largely toe result, of adjust- 
ments in public sector prices - 
a one-off “inflationary bubble*. 

to . the wMMfitima, pressures 
from the private sector for an 
early lihereliftation of prices — 
for the most part frozen for 
just over two years - are 
growing as the squeeze on 
profit margins tightens. 

For instance, the new presi- 
dent of National Chamber 
of Industrial Transformation. 
Mr Robert Sinchez de la Vara, 
has called for the removal of 
controls when the current 
PEGS accord expires. 


Government is accused of repression 


By Richard Johns 

; ’ * t 

WITH political tension still 
nnudng high to tiie state of 
Guerrero, Mr Cuauhtemoc Cfir- 
denas, the leader of the Party 
of the Democratic Revolution 
(PRD), said at the weekend 
that toe "violence and repres- 
sion’* against it had been 
or de red at the highest level. '■ 
Addressing a political raBy 
of PRD supp orters to the city 
square of Acapulco he came 
rioter than ever before - 
wtthbat naming him person- 
ally - to accusing President 


I 


Carios Salinas de Gortazf. per- 
sonally of ordering a crack- 
down an PRD activists. 

They are still protesting at 
tiie — mMt of munici- 

pal ele cti o ns for tiie fte te i»w 
last December, having been 
evicted from all but rix of over 
22 town halls which they occu- 
pied fj| Hm+ pp^ifgi 

*The aggression wni ww ijfj 
against the PRD with tiie 
intention Of mnldwy fo dfaop- 
pear from toe poBtical Bfo at 
toe country ia to 


derisions taken centrally at 
Los Pinos,** Mr Cdrdenas 
stated with reftemce tiie preri- 
dential headquarters. 

Mr wi11«J fox toe 

removal of Mr Jote Francisco 
Ruiz Masslen, governor of 
Guerrero, against whom the 
PRD has tried but foiled to ini- 
tiate Judicial proceedings. In 
doing so, he has more than a 
Httv sympathy from the kru l 
business communit y, worried 
about tiie potential impact of 
the violence on tourism. 


Civilian set to head 
interim Haiti regime 


By Canute Janies in Kingston 

GEN Herard Abraham, the 
chief-of-staff of toe army in 
H aiti, is to announce by tomor- 
row a new provisional govern- 
ment, headed by a civilian, fol- 
lowing the resignation on 
Saturday of Gen Prosper AvrH, 
the country’s military ruler for 
the past 18 months. 

Gen Avril stepped down 
after a week of anti-govern- 
ment protests and street vio- 
lence in which several people 
were killed. However, the polit- 
ical parties, business organisa- 
tions ana student groups 
behind the protests have said 
they will continue demonstra- 
tions today until Gen Avril 
leaves Haiti. 

Gen Abraham yesterday met 
opposition parties to discuss 
their demands that Gen Avril 
be made to leave the Caribbean 
republic of 6m people. The 
Opposition parties consider his 


continued presence to the 
country a likely source of 
instability. 

There were outbreaks of 
looting in Port-au-Prince, the 
capital, and in other towns on 
Saturday night, following Gen 
Avril’s resignation. 

The interim government to 
be announced by Gen Abra- 
ham is likely to be beaded by 
Mr Gabriel Volcy, the presi- 
dent of the Supreme Court. 

The new government’s main 
duty will be to prepare for elec- 
tions later this year, and the 
installation of a government 
next February. However, Gen 
Abraham was facing some 
opposition to the choice of Mr 
Volcy. Some senior army offi- 
cers who have been angered by 
moves towards an elected civil- 
ian government continued to 
press for the appointment of an 
army officer. 


John Brown seals £48m deal 


JOHN BROWN Engineering 
hag snatched a £48m gag tur- 
bine contract from GEC-Al- 
sthom which was the favourite 
until late last month to win the 
order from China Light and 
Power of Hong Kong, John Ell- 
iott writes from Hong Kong. 

The contract is for three 100 
MW turbines at a new power 
station on Lantan island. 


China Light, controlled 
family of Lord Kadoorie, 


the 

a 


tradition of buying Us equip- 
ment from the UK, faicTuaiPg 
GEC. But virtually ril the £48m 
contract would have been sup- 
plied by Alsthom from France 
if GEC-Alsthom had won. Now 
all the equipment will come 
from fag UK, ini»imtiwg genera- 
tors supplied by GEC. 




The Single Market won’t just see the 
trade barriers being lifted. 

The increase in competition is certain 
to cause a rise in die risk of business failure 
among your customers. 

So die opening up of Europe could 
lead to more dose downs than your business 
could control. 

Unless,' of course, you take some 
prudent precautions now. 

Take our new Multi- Market Policy. 

It provides comprehensive credit advice 
' - arid up to 90% indemnity. Giving you prptec- 

•Vj-i ’•'••• _ ‘ ' - 

tion against insolvency in your home market; 
Europe and most OECD countries. All within 
one simple policy. 

We designed it specifically to help you 
use the Single Market as a major opportunity 
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l NEW POLICY MAKES SURE THE 
RISKS OF TRADING 
f N EUROPE WON’T RISE TOO. 


to expand with confidence. 

To find out more, complete the coupon, 
or talk to your insurance broker. And make 
sure that when the barriers go up, your 
profits do as well 




Please send me details of the new 
Multi-Market Policy. 

Name: 

Position:. 

Company:. 

Address:. 

Postcode: Tel:. 
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Please post to FREEPOST, UK Market 
Manager, Trade Indemnity, 12-34 Great 
Eastern Street, London EC2B 2FJ or 
telephone 01-739 4311, 
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British Coal says it will import 
if local supply is inadequate 


UK NEWS 


Unions see 
wider role 


By Maurice Samira Ison and David Thomas 


BRITISH COAL lias told the 
UK’s electricity industry that it 
Will import foreign coal if it Is 
unable to meet the generators' 
fell requirements for low sol* 
pbnr coal from its own pits. 

This is an unexpected fea- 
ture of the complex contracts 
British Coal concluded with 
National Power and, PowerGen, 
the successor companies to the 
Central Electricty Generating 
Board, on Saturday after days 
and nights of gruelling negotia- 


British Coal says it is confi- 
dant such imports will not be 
necessary, bnt it Is understood 
to have agreed that any price 
advantage from topping up Its 
supplies with cheaper imports 
would be passed cm to consum- 
ers through distribution com- 
panies in Mini »nH Wales. 

Under the agreement, British 


Coal will supply the bulk of the 
power stations' fuel for the 
next three years, starting with 
70m tonnes a year in the first 
two years and falling to $5m 
tonnes In the third year. It 
does not affect the right of the 
generators to import mote coal 
outside the terms of the con- 
tracts. 

The weekend agreement was 
readied after the generators 
claimed Bri tish Coal W3S 2m 
tonnes short of the coal needed 
to meet their requirements for 
the sulphur ch lorine con- 
tent of coal. 

The sulphur level affects 
power stations’ ability to meet 
environmental pollution, stan- 
dards, and an excessive chlo- 
rine content can damage bail- 
ers. 

Mr John Wakeham, Energy 
Secretary, will meet Sir Leon 


grittnn; {he European Commu- 
nity’s Commissioner tor Com- 
petition Affaire, in Brussels 
today in an effort to ensure 
that the contracts are approved 
under EC competition rules in 
time for the planned vesting of 
the industry into the private 
sector on March 3L 
However, the cool contracts 
could be challenged by 
Britain's small independent 
mining interests which com- 
plain that they are paid an 
average of £30 per tonne for 
their coal compared with about 
£4250 for British CoaL 
Mr Harry Banks, ntraiTman 
of the National Association of 
licensed Opencast Operators, 
said a groundswell of opinion 

griehul jn favour of launching 
a complaint to Brussels. 

“What we axe looking for is 
fair treatment,” he said. 


with self 
employed 


Ministers work to calm Tory nerves as 
Thatcher dismisses rumours of revolt 


By Michael Cassell, Political Correspondent 


By Usa Wood, Labour Staff 


THE GROWTH of low-paid and 
low-productivity forms of 
self-employment in Britain 
over the past decade will give 


unions better opportunities to 
recruit the self-employed. 


recruit the self-employed, 
according to a Trades Union 


. The study says that the 
trend towards self-employment 
in sectors such as construction 
and financial services has cre- 
ated health and safety risks, 
mi/ toi-ii i li iri fyatirtng and has 
been associated with low pay. 

It foreeasts an increase in 
for to provide 

services for the self-employed. 

Self-employment Is esti- 
mated to account for 12 per 
cent of total employment 


CONSERVATIVE MINISTERS 
and MPs yesterday maintained 
attempts to cairn party nerves 
and damp speculation about 
Mrs Margaret Thatcher's lead- 
ership, following suggestions 
that a growing number of Tory 
backbenchers want her to step 
down before the next general 
election. 

With the morale confi- 
dence of Tory MPs already 
under severe strain, an effort 
was being marie to play down 
the extent of dissatisfaction 
with Mrs Thatcher's leadership 
and to quash talk of any chal- 
lenge to her preHt^n , 

Meanwhile. Labour refected 
suggestions that it was about 
to step up efforts to identify 
and ev pf-1 e et . i y. pt i sfai from the 
party, following ministerial 
attempts to link it to Militant 
organisers of violent poll tax 


demonstrations. 

The party said any evidence 
of extremist infiltration would 
continue to be thoroughly 
investigated. Labour might, 
however, consider giving 
greater investigative powers to 
regional party organisations. 

Disciplinary action against 
those Labour MPs who say 
they wDl refose to pay the poll 
tax has been ruled out The 
party said the MBs, criticised 
at the weekend by Mr Neil Kin- 
nock, the Labour leader, were 

exerdfring their individual con- 
sciences. “They are wrong hot 
they are entit le d to be wrong," 
it said. 

At the .weekend, Mrs 
Thatcher dismissed rumours of 
an attempt wffitin the Cabinet 
to remove her. Some MPs 
warned yesterday that the 
party was wounding itself by 
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\Kvo bilHon reasons we had 


a good year in 1989. 


Surplus. Two billion dollars worth. 

It’s the financial resource that gives us strength 
and security- a cushion against economic uncertainty. 

Last year, assets under our management surpassed 
-25.6 billion dollars. And since 1979, our surplus has 
increased by almost 400%. 

Our policy of prudent risk taking ensures prof- 
itability. It allows us to maintain a very strong balance 
sheer. Our size, and strength, enable us to be flexible. 
Diverse. To act with the benefit of 103 years of 


experience behind us. And always, we have maintained 
a dear financial vision with an active intcrnariopal 

presence- with 200 ofiBces in 12 countries. 

Since 1887, when we were founded as The 
Manufacturers Life Insurance Company, we’ve i<*meri 
the importance of changing with the times. Now, as 
Manulife Financial we are ranrimimg to evolve. In an 
ever changing global marketplace, we’ll always be able 
to bring you the best insurance, pension, real e state ynH 
financial products, lacked by the best service pp fffriMe- 


Hall adds up to peace ofmmd. Plus the confidence 
ofknowing we’ll always be there when you need us. 

For two billion dollars in surplus gyves us staying 
power in a climate of economic change. And reason to 
foresee many more good years to onne. 


Manulife financial 


Manulife 

Financial 


continuing to indulge openly in 
groundless speculation. 

Polls conducted by three 
Sunday newspapers suggested 
that up to *»*»» quarter of the 
party’s 374 MPs wanted Mrs 
Thatcher to go before the next 
election. Government sources, 
however, mid they were not 
going to respond to “a media 
game." 

The flume surveys Indicated 
that Mr Michael Heseltine, the 
former Defence Secretary, was 
regarded by MPs as the person 
most likely to replace her. 

Mr Heseltine yesterday 
repeated his now familiar 
response that he could see no 
circumstances In which he 
would *>»«71eng P MTS Thatcher, 

who he believed would lead the 
party to victory at the next 
election. 

Even so, Mr Heseltine and 


any other potential challengers 
received an outspoken warning 
from the leader of 100 loyalist 
Tory MPs that they would be 
“slaughtered" in any challenge 
later this year to Mrs Thatcher. 

Mr George Gardiner, doalr- 
man of the 93 Group of Tory 
loyalists, said there was an 
attempt by the media to panic 
the party into taking “unwise 
and self-defeating actions." 

He did not mention Mr 
Heseltine by name, but claimed 
that anyone unwise enough to 
challenge Mrs Thatcher would 
lose, and he “would not give 
much for his chances either 
when her retirement finally 
does come." 

Mr Cecil Parkinson, the 
Energy Secretary, acknowl- 
edged concern about the par- 
ty’s position but he called on 
MPs to stop arguing. 


UK engineers protest 
against employers’ roll 
in new community tax 


By Our Labour Editor 


THE Engineering Employers 
Federation has protested to the 
Government over the legal 
responsibility being placed on 
employers to deduct commu- 
nity charge debts from the 
wages of workers who default 
on the new tax. 

The EEF says there is wide- 
spread concern among its 5,000 
member companies over the 
right given to local authorities 
to obtain a court order requir- 
ing employers to deduct poll 
tax arrears from workers who 
do not pay in fUH. 

The EEF, the largest indus- 
try employers' group, says that 
this responsibility will place an 
unnecessary burden on busi- 
nesses. It has also protested 
about the wider use of attach- 
ment of earnings orders by 
magistrates’ courts. 

Hie move comes amid wider 
attempts by employers to 
adjust to the effects erf the com- 


munity charge. Employers in 
industries such as hotel and 
rtHtering have altered pay and 
conditions to cope with the tax. 

The poll tax has created par- 
ticular problems for employers 
providing tied accommodation 
with jobs. Unions representing 
employees who had avoided 
rates bills are pressing for 
higher wages in compensation. 

The EEF has protested to Mr 
Chris Patten, the Environment 
Secretary, and Mr John Red- 
wood. Under Secretary for Cor- 
porate Affairs, at the introduc- 
tion of magistrates’ courts 
liability orders for poll tax 
defaulters. 

It says the granting of such 
orders will “place a significant 
additional burden on busi- 
nesses" because they may 
involve employers paying sums 
to several local authorities as 
well as having to calculate 
deductions. 


NHS pay study criticises 
slow pace of change 


By Michael Smith 


PAY FLEXIBILITY is 
beginning to appear in the 
National Health Service but 
the pace of changB is too slow, 
according to a study by the 
Public Finance Foundation. 

Mr (foils Trinder, senior 
research follow at the founda- 
tion and author of the report, 
says significant changes will 
have to be made for the NHS to 
be able to cope with growing 
recruitment and retention 
problems. 


The report says that during 
the 1980s little change took 
pin in the NHS pay structure 
for ancillary staff, me of the 
largest NHS groups. Moreover, 
differentials were squeezed at a 
time when those In the private 
sector narrowed. 

Reform of nurses’ pay has 
been more successful under 
the pay review body system, 
but Mr Trinder said there was 
a case for giving NHS manag- 
ers more scope for bargaining. 
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tvo|. ' Banks and societies face 
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protest 
^ crs’ roi 
nity t ax 


sayings income 


By David Barchard 

BANKS AND bonding societies 
stand to lose, as much as a 
third of Cbeir animal inflow of 
savings because of tie intro- 
duction o£ separate taxation for 
married cospfes, according to a 
report published today . ’ 

DBS FUUips & Drew, the 
firm of City staAbrokere, says 
bonding societies are likely to 
lose ap to £5bn a year, of 
savings as investors switch to 
unit trusts and. other invest- 
ments that escape composite- 
rate tax and can pay their 
investors gross. 

Last year, total savings 
receipts flowing Into the budd- 
ing society industry amounted 
to £UL5bn. Several cash-based 
money market unit trusts,!!* 
eluding wi¥ Bri tannia ' and 
Fidelity, are designing invest 
ment accounts to draw custom-- 
ers away from the banks. 

The report predicts that unit 
trust savingsmfloWs will virtu- 
ally double this' year, rising 
from £&9bn in 1980 to £7bn. 

Independent.. “ taxation, 
announced by Mr Nigel Law-' 


Bon, the farmer Chancellor,- Jn 
the 1988 Budget, means that 
from April both- members of. a 
married couple will enjoy tax 
exempttah.dn savings accounts 
of up to £19 ,00ft. ^Previously 
only one spouse enjoyed such 
exemption. 

H a husband t ransfe ra that. 
amount to his wife in an Irrev- 
ocable gift, the couple will be 
able. -to. reduce the effects _ of 
composite-rate- tax which is 
deducted at source and cahhot 
be refunded. 

Budding societies have been 
lobbying the Government for a 
change. ip .the law when Mr 
John Major, the Chancellor, 
announces his Budget -next 
week. Those with . offshore 
accounts that can pay gross 
rates have been trying to draw 
the matter discreetly to the 
attention of their investors, 
although they are prevented 
'from direct advertising: 7 

Other societies have been 
silent on the likely Impact of 

tavattrm . fearing * 

stampede among- their inves- 


.. ten to other forms of saving. 

Smaller building societies, 

' which Italy ^ an .replies to press 
advertising rather than a 
branch network, are thought to 
be particularly at risk. 

Tftiflrttng sodeties hare been 
aware of . .the possible handi- 
caps of Independent taxation 
for- needy two years, although 
.it ts-Qxuy in- the past two 
. months that they have begun 
.. to lobby the Government ' 
.- They hope the Gove r nment 
will hidden the effects of Inde- 
pendent taxation on them In 
the. Budget; either by allowing 
societies to pay gross interest 
or. by landing the 1 -right .to 
reclaim tax on alternative 
investments. . . ^ . 

- However,; -any change would 
add significantly to toe work- 
load: of the Inland Revenue, 
with about 2m taxpayers likely 
to take- advantage of any 1 
change. 

The Effects of Independent 
Taxation. UBS . Phillips & 
Drew.. 120. Moorgate, London 
ECS. 


Property unit twists shrink as 
commercial sector concern rises 


By Paul Cheeaorigeht, Property Correspondent 


criticise 

.illgQ 


FEARS of a further downturn 
in the commercial property 
market are pro m p ting pension 
funds and charities to 
withdraw their investments 
from property unit trusts. 

Figures from the Association 
of Proper t y Unit Trusts- show 
that, in the last quarter of 1989, 
the value of units redeemed 
freon the trusts was more than 
three times the amount of hew 

subscriptions. 

Redemptions have continued 
daring toe current quarter, 
said Mr Peter Archer, ; toe 
chairman of the association 
-and s urvey or to. toe managers 
of toe Lazard Property Unit 
Trust • 

Mr Archer said: “All Binds 
are experiencing r edemp tions. 
It Is . unlikely anybody is. 
raising new money. We are in 
for a period of shrinkage.” 

UBS Phillips & Drew, toe 
stockbroking firm, which runs 
a service matching those who 
want to sell units with those 


who want to buy them, 
reported that there were more 
demands to sell than there 
were to buy.. 

Property unit trusts - 
so-called unauthorised trusts 
- are used by tax-exempt 
fanriw to invest relatively small 
amounts in p ro perty. 

Regulations are being drawn 
up for authorised trusts- that 
would be open to the public to 
invest in.- 

Etensian.fhhds and charities 
stepped -up their investment in 
trusts from mid 1967 onwards, 
when the property market was 
rising, bat seem . to have 
become progressively, more 
disenchanted during the 
second half of 1989. 

In the year to last 
September, new subscriptions 
hi the trusts - ware £7L2in and 
redemptions came to a total of 
£28.7m. 

However, in the last three-' 
months, of 1989 redemptions 
were £68. 2 m while hew 


subscriptions amounted to 

mini. 

At the end of last year, the' 
pension funds ‘and charities 
had £2.12bn Invested In 
property unit trusts, 
fractionally less ' than the 
amount invested three months 
before. Justover £l-5bn-was 
invested to UK property. 

Redemptions are taking 
place" at. present 'agalinift the "■ 
background . of slipping 
returns. It can take up to six 
months' for a fund torecelve its 
money back. 

In 1988, according to theUBS 
Phillips A Drew index, which; 
is based an the performance of 
12 trusts, the average annual 
rate of -return was 32l9 per 
cent. Last year, however, toe 

retum was 23-1 per cent 

That- performance has- 
mirrdred the proper ty market, 
from which year-on-year ^ 
returns reached & peak in 
January: 1989 and J T&Jjye : been , 
sliding ever since. 


Investment 
by pension 
schemes to 
be studied 

ty Eric Short, 

Pensions Correspondent 

THE Department of Social 
Security is to earxy out a sur- 
vey to determine the extent erf 
Investment by pension 
schemes In their parent com- 


Power companies forgo two properties 


By Maurice Samuefsori 

THE GOVERNMENT has 
stripped the main electricity 
generating companies of two 
London properties, believed to 
be worth well over filOOm. 
before toe companies are sold 
as pari oT the industry's forth- 
coming privatisation. 

It has done so to avoid 
charges of selling off valuable 
public assets too cheaply, and 
thus allowing the new owners 
to make big profits an toe open 


Mrs fill Han Shephard, the 
; junior Social Security Minia- 
te*, raid the results of the sur- 
vey would be used by the Gov- 
ernment to determine the 
format of the legislation used 
to control schemes’ self-invest- 
ment 

.... The Social Security «n, cur- 
rently before Parliament will 
give the Social Security Secre- 
tary power to regulate 
“employer-related” invest- 
ments by company pension 
sc heme s. The move is among 
measures to improve security 
for members and pensioners In 
such schemes. 

■ Employer-related invest- 
ment includes shares In the 
employer company, loans to 
the. employer and land- and : 
■fmfldtngs occupied or used-bjr 
flu employer. 

. The Occupational Pensions 
Board said such investments 
should be limited to 6 per cent 
of the assets of a pension 
scheme, while the National 
rtinnrrinfom of Pension Funds 
has recommended no self-in-- 
vestment by company pension 
schemes as good practice. .. 

Mrs Shephard told MPs that 
employer*: had outlined the 
possfbiaeffects an their tasl* 
nesses and pension schemes if 
they wore re quired to dispose 
of such employer-related 
assets too quickly. 

Information on. the extent of 
sdtinvastment is sketchy, and 
the Government and the NAPE 
dispute whether the number df- 
eamphnles Involved - at least 
23 per emit - is static or ris- 
ing- - 

The proposed survey wHl 
provide the Gove rnm ent with 
np-tordate information on the 
extent of the practice, the ae* 
tors in which it Is concen- 
trated and the difficulties that 
w|R. arise Jn limiting: self-in- 
vestment.. 

The report is. intended to he 
completed by the summer so 
that toe Government can 
introduce the necessary regu- 
lations soon after the hill 
re cei v es royal assent. . 


‘ The properties are Sudbury 
Souse, the 17-storey headquar- 
ters Of the Central Electricity 
Generating Board near St 
Paul’s Cathedral, and Banksfde 
Power Station, a disused oil- 
fired station on the opposite 
ij<Hp of the Thames. 

Under the share-out of the 
CEGB assets, Sudbury House, 
worth at leant £75m, was to 
have been handed to National 
Power, the larger of the two 
generating companies that will 
inherit its non-nuclear power 
stations. PowerGen, the other 
non-nuclear company, was to 
have owned Banksfde Power 
Station. 

However, Mr John Wake- 
ham, Energy Secretary, has 





John Wakeham: tears repeat 

decided to retain both build- 
ings in the private sector by 
assigning them to Nuclear 
Electric, the new state-sector 
company that will operate the 
nuclear stations. 

He apparently feared that if 
the generating coa maniaa had 
sold the sites to property devel- 


of row over Rover sell-off 

opera, he would have brought 
about a repetition of the rows 
that followed the sale of Rover 
and the Royal Ordnance Com- 
pany. 

He therefore turned down 
proposals by National Power 
that the Government should be 
able to claw back part of any 


profits that would be made 
from selling Sudbury House. 

Its precise value, provision- 
ally estimated to be at least 
£75m, will be determined by 
the plans to redevelop the 
whole Paternoster Square area 
a djoining st Paul’s Cathedral. 

Rflwkttidg Power Station is 
also on land that attracts inter- 
national interest, not least 
because of the area’s associa- 
tion with Wflham Shakespeare. 
A replica of Shakespeare’s 
Globe theatre is being con- 
structed nearby, and in the 
past year archaeologists have 
uncovered the original sites of 
the Globe and Rose theatres. 

Although National Power’s 
main headquarters are to be 
based at Swindon and Harro- 
gate, it plans to keep 440 of its 
Sudbury House staff to London 
and will be seeking permanent 
accommodation for them. 

Mr John Baker, chief execu- 
tive. yesterday said that it 
would not be convenient for 
them to leave Sudbury House 
until after toe company is 
floated next year. 

Sudbury House also accom- 
modates some Nuclear Electric 
personnel. 


Pessimism after downturn 
in 1989 hotel occupancy 

By David Churchill, Leisure Industries Correspondent 


Consumption of chocolate 
falls but imports up 53% 

By Clay Harris, Consumer Industries Editor 


HOTELS in England 
experienced a downturn in 
trade last year, according to a 
report published today by the 
consultancy firm Horwath and 
Horwath. 

The- survey of 550 hotels 
shows that the average occu- 
pancy rate for English hotels 
dropped from 60 per cent in 
1988 to 57 per cent last year. 

Mr Geoff Parkinson, a Hor- 
wath and Horwath director 
responsible for the study, said: 
“This means that room occu- 
pancy lest year only reached 
1986 levels and' indications so 
far suggest that 1990 will not 
see any dramatic improve- 
ments.” 

London hotels have been 
particularly body affected by 
the decline, with average room 
occupancy .falling to 69 per 
cent last year, down from 73 
per cent in 1988 and 76 per cent 
Jn 1987. 

The cause of toe slide in 
occupancy rates is uncertain, 
according to the 'survey. 
•There does hot seem to be a 
direct correlation with the rise 


in interest rates,” says Mr Par- 
kinson. But general economic 
uncertainty seems to have 
been a contributory factor. 

The fall in hotel occupancy 
would have been greater bad it 
not been offset by an increase 
in the number of overseas visi- 
tors booking into English 
hotels in the len gths of 
their stays. 

The survey also shows that 
the decline in occupancy levels 
last year was fairly evenly split 
between business. and leisure 
travellers. 

The slowdo w n in room occu- 
pancy in Rn gHafo hotels comes 
at the same time as a glut of 
UK hotels on the mark a* 

Last week, the Bass brewing 
and hotel group announced 
that it was seeking offers for 
its 47-strong Crest hotel chain . 

- likely to fetch at least £400m 

- while AIUed-Lyons put its 
Embassy hotel chain on the 
market before Christmas. 

Hotel Occupancy Survey 1988. 
Hamath and HomathfEngtish 
Tourist Board. 8 Baker Street, 
London WL £373. 


BRITAIN became a net 
importer of chocolate confec- 
tionery for the first time in 
1968, according to Manufactur- 
ing Strategies for Industry esti- 
mates published today. 

Because of the hot summer, 
however, British consumption 
of chocolates fell by 1 per cent, 
and many tonnes of the 
imports went into stocks or 
were wasted. 

MSI , the research group, said 
a S3 per cent surge in imports 
to 84,000 tonnes, compared 
with a 14 per cent rise in 
exports to 73,500 tonnes, had 
not been explained. 

Its best suggestion was that 
foreign manufactur ers operat- 
ing in the UK had increased 
imports from subsidiaries in 
anticipation of another strong 
rise in demand like that in 
1988. It expected the UK to 
return to being a net exporter. 

Cadbury Schweppes, which 
noted the summer's depressing 
effect on chocolate sales in its 
1989 results recently, retained 
market leadership, although its 
share slipped freon 29 per cent 


to 28 per cent The combined 
share of Rowntree and Nestle, 
the Swiss company that bought 
the York-based confectioner in 
1988, remained steady at 26 per 
cent, just ahead of US-based 
Mars, unchanged at 25 per 
cent 

UK consumption of sugar 
confectionery fell by 2 per cent 
in 1989. 

Cadbury's acquisitions of 
Trebor and Bassett increased 
Its market share to 25 per cent 
by the year-end, more than 
double that of its nearest rival, 
Rowntree. 

The main growth areas in 
chocolate confectionery are 
premium. Continental-style 
chocolates and products con- 
taining “healthy” ingredients 
such as cereals, nuts and dried 
fruit. The greatest prospects in 
sugar confectionery were for 
softer chewy products, such as 
gums snA pastilles, MSI said. 

AfST Databriefs: Chocolate 
Confectionery UK and Sugar 
Confectionery UK 32 Mill 
Green Road, Mitcham, Surrey 
CR4 4HY. £150 each. 
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FINANCIAL TIMES CONFERENCES 

EUROPEAN WATER 

INDUSTRY 

London 

26 & 27 March 1990 

Speakers indude: - 

The Rt Hon Christopher Patten, mp 

Secretary of Stale for the ErwronmenT 

Mr Martin Griiner 

Federal Ministry for the Environment 
Nature Conserved* Nuclei 

west Germany 

TheRtHonThel^(^hAhowefl 

National Rhere Authority 

Mr Roy Watts, cbe 

Thames water pic 

Mr lan Byatf 

Office of Wafer Sendees 

Madame Christine Morln-PosteJ 

Lyonnatee des Eaux 

Mr Michael Swallow 

The Water Companiesr Association 

Mr Christopher Timbren 

Coopers & Lytxand Associates Limited 

Mr Adrian While 

Bi water Untied 

Mr Nigel Hawldns 

Hoare Go^ Investment Research 

Mr David Gadbury 

Southern Water pic 

Mr Michael J Rouse 

WUer Research Centre (1989) pte 
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Please tick boor for further detaOs. 
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together with your business card, to: 

Financial Times 
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128 Jermyn Street, London SW1Y 4UJ 
Alternatively, 

Telephone: 01-925 2323 

Telex: 27347 FTCONF G Telefax: 01-9252125 
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Society lingers at the crossroads 

David Bar char d on the aftermath of a flotation that never was 


T hinking strategically 
is a great luxury, in the 
opinion of Ur Ben 

Thompson-McCausland, chief 
executive of National & Provin- 
cial Bunding Society. "In this 
society," he says, that luxury 
exists. 

On Wednesday, the society, 
which has assets of £8-4b n, will 
announce pre-tax profits for 
1989 of about £i08m. That rep- 
resents a rise of 148 per cent 
on the £94m of 1988 and 128 
per cent growth in the society’s 


It is a fairly respectable end 
to a grim year in which 
National & Provincial has 
dropped plans for a stock mar- 
ket flotation, bad a serious 
boardroom upheaval and lost 
several people from among its 
senior management. 

Its profits growth is never- 
theless much weaker than at 
either Cheltenham ft 
Gloucester or Bradford & Bin- 
gley - the two societies imme- 
diately below it in the league. 
Both the latter increased their 
pretax profits by more than 25 
per cent 

An extraordinary item of 
near £6m in write-off costs is 
the mam relic of the building 
society flotation that never 
happened. A year ago. National 
& Provincial was sending out 
si gnals that it would follow 
Abbey National to the market 
early in 1990, In what would 
have been the second bunding 
society flotation. 

However, in October there 
was a sudden change of direc- 
tion and flotation plana have 
since been delayed indefinitely. 

At the time, plans for the 
flotation were well advanced, 
with N&P believed to have 
already retained registrars. 
Just what went wrong is 
widely debated among the 



Ben Th omp son-McCans- 
land: drawing a new logo 

other building societies. Ur 
Thompgon-McCaustand bl ames 
the depressed state of tins bous- 
ing finance market. “We felt 
the market was definitely 
deteriorating,” he said. 

He describes as absolutely 
faiiwAifHut r forma made in the 
press that National & Provin- 
cial was not given the go-ahead 
fin: conversion by the Bank of 
Tfti g bmd- In the building soci- 
ety industry, several chief 
executives privately accept a 
simpler explanation. They 
tWwV that as the society 
entered the final stages 
towards the launch. National & 
Provincial's board realised that 
it was not ready for it. 

Mr Thomps o n-McCaualand 
denies suggestions that Mr 
Richard Newton, NAP’s chair- 
man, has adapted a more domi- 
nant rote in the daily life of the 
society since retiring last 
autumn as Bursar of Trinity 
Wall, Cambridge. Mr Newton 
was not av ailable to comment. 

In 1988, Mr Thompaon- 
McCausLand concedes that 
N&P constricted assets growth 


in older to increase its profits. 
However, in a rapidly c hanging 
industry It has faced chal- 
lenges on several fronts. 

One was to bring down man- 
agement costs. Those soared 
after a merger with the Bum- 
ley in 1982 and have ran con- 
sistently above the average for 
the industry, although they 
have steadily improved in the 
last three years. 

Its core business has also not 
sparkled. NAP’s share o f net 
mortgage advances fall from 
5JS per cent in 1987 to 288 per 
r^mt hi 1988, while its share of 
the building society savings 
market dropped from 2.78 per 
cent in 1987 to L68 per cent a 
year later. 

N&P's strategic dilemma 
arises less from its perfor- 
mance record than from its 
in the market. Too large 
to have a regional niche posi- 
tion, N&P is not yet large 
enough to join the top four 
societies and become an 
all-round player In the UK 
retail banking markets. 

That ynetm* that its custom- 
ers expect a fairly wide range 
of personal banking products 
- nance N&P’s Visa card, 
launched last year — but high 
costs deter the society from 
starting a cheque book current 
account. 

For the past three years, 
N&P has set its sdgits on grow- 
ing to become one of the top 15 
players In the UK personal 
fmam-ifll market by 1998. The 

original target date of had been 
1989. 

In p u rsuit of that goal, Mr 
Thoxnpson-McC&usland, who 
joined N&P from Lo ndon li fe 
in 1987, has pushed diversifica- 
tion and wiarrMgMnent res t ruct- 
uring- By introducing a new 
logo - an eyeless but cheerful 
bee - he has raised the 


society's profile and made it 
one of the best known in the 
market 

He has also been able to 
develop the other areas in 
which N&P has an advantage. 
Its treasury operation is 
regarded as one of the best 
among the building societies. 

On the other hand, it has 
stayed out of the costly race to 
buy up estate agencies. In a 
pioneering move last year, 
N&P set up its own life 
assurance subsidiary in a joint 
venture with General Accident 

“The trouble is that the turn- 
round in corporate culture has 
just- gone too fast We get a 
stream of job applications from 
N&P stall,” says the chief 
executive of a neighbouring 
society. 

He add9; “If a society 
changes too fast, it risks alien- 
ating its traditional customer 
base and its own branch staff.” 

Some of the losses have been 
deliberate. In January, N&P 
shed 80 jobs in a restructuring 
exercise that shut six branches 
and reduced the number of dis- 
tricts from 80 to 44, slimming 


down the number of middle 

WlflTUIgBWl- 

However, there have been 
other departures that bode less 
welL Mr Kenneth Andrews, 
marketing director, quit the 
society in January amid much 
publi city , voicing concern over 
the society’s strategy. 

Since then, N&P's chief stra- 
tegic planner and its brand 
specialist have also gone. A 
new finance director is being 
sought; the choice erf candidate 
to fill the post will be a due to 
the direction the 
society intends taking: 

For events seem to have left 
N&P, almost alone among the 
top ten bufidlng societies, stiff 
waiting at the crossroads. 


Volume of direct mail doubles in decade 


By Alice Rawstfiom 

THE VOLUME of direct maff - 
“junk mail” — doubled in the 
1980s so that the average 
household now receives about 
five unsolicited items of mail 
every month. 

The latest statistics from the 
Direct Mail information Ser- 
vice show that more than 2bn 
items of direct mail were deliv- 
ered in the UK last year, com- 
pared with fewer than lhn at 
the start of the 1960s. 


Dewelri pmentB to information 
technology have helped compa- 
nies to use direct mail more 
ftfffofontly to teach particular 
groups of consumers. The 
introduction of 0800 telephone 
lines, used for special ordering 
services, has made it easier for 
consumers to buy products and 
services advertised by direct 

mail. 

As a result, direct mail has 
become one of the moot buoy- 


ant areas of tire marketing ser- 
vices industry. The amount of 
money spent on direct mail 
rose steadily throughout the 
1960s. It rose by 23 per cent to 
an estimated £650m last year, 
according to the DMIS. 

Mail order companies are the 
most active users of direct 
mail, followed by insurance 
companies. Banks, retailers 
and travel rmwpawiwi are also 
regular users. 


Some households are more 
likely to receive direct mail 
than others. The wealthier the 
household, the more Hkdy It 
is to be bombarded by Junk 

mafl. 

Alm ost all households 
receive at least one item of 
direct mail a month. But AB 
households - the most afflu- 
ent social group — receive at 
least two unsolicited letters 
every week. 
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United Dominions Trust 
makes senior changes 


Mr Hamfoli Paton, recently 
appointed managing director, 
TSB TfonWng Services, which 
indudes UNITED DOMINIONS 
TRUST, additionall y becomes 
executive pftgfow 10 of UDT. 
Mr John Davies Is promoted to 
managing director from 
director, field operations- He is 
succeeded by Mr Roy Sterry 
who was director central 
operations. Mr Gordon Bird 
becomes director, business 
finance operations, taking 
responsibility for asset finance 
an d fleet finance. He was 
director, technology and 
management services. 

■ COUNTY NATWEST 
INVESTMENT 

MANAGEMENT has appointed 

Mr Nigel Lester as chief 
executive. He was with Aetna 
life & Casualty, US, where 
he was senior vice president 
and chief Investment officer, 
international division. 

■ CITIBANK has appointed 
Dr Paul Chertkow as chief 
c urre ncy strategist from March 
15. He joins from Drezel 
Burnham Lambert where he 

is manag in g director and chief 
international economist. He 
will be the bank’s principal 
European spokesman on 
i- i m w my grammiic matters. 
Before joining Drexel in 
February 1968 he was 
manag in g director,- economics, 
with Security Pacific Hoare 
Govett. 

■ SCHRODERS has appointed 
as nonexecutive directorsSir 

chairman of Rolls-Royce 
Industries; and Mr Charles 
JJ. Sinclair, group chief 
executive of the Daily Mail 
and General Trust 

■ Mr Fred Pointon has been 
appointed director of corpor a te 
banking. UK, NATIONAL 

WESTMINSTER BANK. Mr 
Alistair Beeston has succeeded 
him as director of corporate 

finance. 

■ BRITISH RAILWAYS 

BOARD has appointed Mr 
Omrlw Brown as director, 
policy unit, from April 16. He 
succeeds Mr Richard Allen 
who returns to the Department 
of Transport. 

-■LLOYDS BANK has 

appointed Mr Norman 

Mttcfalnsan as general 

manager, support and 


warns *>»« 

chang thioutf out 
the bank’s UK 

S^^d^rtmgthe 
ret a il branches. 

■ Mr BUI Kennedy 

3* MCLAREN BUILDING 
GROUP. Glasgow, as 
construction director. 

■ Mr Ulrich Zierke hasten 
appointed a deputy chief 
executive, and Mr Ran) It 

Mathrani, Mr Michael 

SgSKSSSS— 

■ THE PROPERTY TRUST 
has appointed Mr Charles Y.K. 
Lee as a non-executive 
director. He is a senior partner 
with a firm of Hong Kong 
solicitors, and is onthe general 
committee of the HK 
exchange. He is also a director 
of a number of HK companies, 
including the Cheung Kong* 
Hutchison Whampoa, HK 
Electrical Group. Henderson 
Group, and New World Group. 
PIC HERE ID NO: 377 



Mr Derek Fairbalm (above) 

has been promoted to vice 
chairman of BRITISH 
GYPSUM, a subsidiary of BPB 
Industries. Mr Falrbaim was 
previously on the British 
Gypsum board as deputy 
managing director (overseas) 
■nil more recently as a 
director of BPB Gypsum 
Industries. Mr David Rougher, 
production manager, has been 
promoted to production 
f of British Gypsum. 


Before we saw 
a customer 
in every individual. 
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Now we see * 

an individual ; 

, H in every customer. | 
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Businessman is a businessman is a busi- 
nessman is a businessman. 

That in a nutshell, is how we viewed our 
customers in the 80 s. 

Now the age of the stereotype has come 
to an end. 

Emerging is a far less predictable indi- 


vidual. One whose needs vary just as much, 
whether he or she happens to be in busi- 
ness or not. 

Enough of philosophy here’s the beef. 

Tbgether with a few enlightened part- 
ners, we’re now busy building a network of 
airlines, hotels, and other services that will 


embrace the world. 

As well as your needs, no matter where 

you are. 

You may well want every conceivable 
service on your trip. Or maybe you relish 
the idea of travelling quite unassisted. 

So be it. 


lie whole .point is we’ll let you decide 
what you heed, and when you need it. 

Individual is an individual is an individ- 
ual is an individual. 



Well be there. 
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Can one company keep watch on 

the weather and on your unborn child? 


Toshiba know how important the health 
of your unborn child is to you. 

Which is why we've developed Pur Ultra 
Sound Diagnostic Scanner to offer peace of 
mind to prospective parents. 

And because your own health is just as 
important, the Ultra Sound Scanner .also 


health . diagnoses heart and other internal health of advs 
problems. But at Toshiba we don't just monitor emerge 
: Ultra what's going on inside you; we also keep a Tosl 

iace of watch on what's going on around you. produc 

The Toshiba radar rainfall monitoring designs 
fust as system is designed to alert local governments As i 

r also to unexpectedly heavy rainfall, so it gives plenty haveth 

In Touch with Tomorrow 

TOSHIBA 

RMtTOSramJOTOBMTmTaSHBA UEWCALSTCIOIfi LTU, IttWMCOTJn; MANOR ROYAUCSAWUY.WlSnrSOBMX REM 2PY.TSU MBS 560772. 


of advance warning for extra drainage and 
emergency pumps. 

Toshiba's commitment to our society has 
produced two very different products, both 
designed to look after you. 

As a world leader in LSI technology, Toshiba 
have the ability to make both possible. 
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Scots Labour move on poll reform 


By James Buxton, Scottish Correspondent 


THE LABOUR Party in 
Scotland took an Important 
step away from the first-past- 
the-post electoral system at the 
weekend but stopped short of 
explicitly endorsing propor- 
tional representation. 

In a vote on the electoral 
system for a future Scottish 
parliament. Labour's Scottish 
conference in Dunoon, Strath- 
clyde, approved a resolution 
caning for a system that -fairly 
rewards parties with represen- 
tatives broadly equal to the 
votes cast" The card vote was 
372,000 In favour and 285,000 
against 

The resolution referred to 
the inadequacies of the first- 
past-the-post system but did 
not specifically mention pro- 
portional representation. 

A separate statement by 
Labour’s Scottish executive 
which defined proportional 
representation was defeated. 

Mr Donald Dewar, the 
shadow Scottish Secretary, 
said in his keynote speech later 
that the votes were “an indica- 
tion of a wish to look at elec- 
toral reform. We got a state- 
ment of intent, not a solution 


THE SCOTTISH Labour party yesterday 
reaffirmed its commitment to unilateral 
nuclear disarmament, contrary to the defence 
strategy adopted by the party's national confer- 
ence last year. 

Delegates backed the removal of all nuclear 
weapons In the lifetime of tile next Labour 
Government - against Labour's official policy of 
disarmament by a mix of multilateral, bilateral 
and unilateral means. 

The majority, however, was considerably nar- 
rower than in past years and the party’s 
national leadership appeared relaxed over the 
decision. 

A party official saidi'There has been a long- 
standing’ and emotional commitment to unilat- 


eral disarmament in Scotland but the party is 
moving away {torn It fast” 1 

The official continued: “The vote last year 
was overwhelming but this time it Just 
squeaked through. They are coming into line." 

In another decision that reflected a vote at 
file 1988 conference, delegates supported by a 
12-1 majority calls for the next Labour Govern- 
ment to cut spending to the western European 
average, thus freeing resources for peaceful 
purposes. 

The spending iferiskm, Hke that at last year's 
annual conference. Is not supported by the 
party leadership, which has made clear that 
such votes would not take precedence over 
Labour’s continuing policy review process. 


its time, and to reject a system 
that could strengthen the 
power of party officials and 
hand control to smaft minority 


defined and sharpened.” Sup- 
porters of proportional repre- 
sentation, however, regard the 
outcome as an historic first 
step on the road to achieving 
their objective. 

Labour is a big beneficiary of 
the first-past-the-post system in 
Scotland, having nearly 70 per 
cent of the Scottish MPs on the 
basis of 42 per cent of the vote 
at the 1987 general election. 

There is widespread accep- 
tance that a replica of that sys- 
tem for electing a Scottish par- 


liament, which Labour is com- 
muted to introducing if It wins 
the next general election, 
would be unacceptable. 

The issue of proportional 
representation has come to a 
head because the party has to 
decide its stance far the consti- 
tutional convention. 

Both Labour and the Liberal 
Democrats are represented on 
the convention, which is draft- 
ing a constitution for a Scot- 
tish pariinrpont 
The rejection of the explic- 


itly pro-proportional represen- 
tation statement will come as 
some relief to party leaders in 
London who, while allowing 
the party in Scotland to make 
its own decision for a Scottish 
parliament, reject the idea for 
Westminster. 

In a vigorous debate Mr 
George Foulkes, MP for Car- 
rick, Cumnock and Doone Val- 
ley, said Labour was being 
"bounced into this debate by a 
few Liberal Democrats.” 

He urged the party to take 


Sir Gavin Strang, MP for 
Edinburgh East, stud: “If yon 
are serious about a Scottish 
parliament then we have to 
recognise that we cannot insist 
on first past the post." 

Mr Gavin Laird of the AEG 
engineers' union, which with 
the Transport and General 
Workers’ Union has played a 
crucial role in swjnjpng Labour 
in Scotland towards propor- 
tional representation, said sup- 
porters of the status quo 
wanted “power at any price." 
He called on Labour to Tset an 
example for Westminster 
because once we win in Scot- 
land we win win at Westmin- 
ster also." 

Mr Dewar also struck a cau- 
tionary note on the process of 
constitutional reform, calling 
for "practical, sensible reforms 
which a Labour Secretary of 
State can recommend, that a 
Labour government can deDver 
and the House of Commons 
will pass." 



Nell Kinnock: address to conference on Friday 


Study urges 
more tax 
on alcohol 

By Rachel Johnson 

THE EXISTING structure of 
flTrahni bmitinn is a "hangover 
from the past,” according to a 
repeat advocating a wholesale 
reform of the system in this 
month's Budget. 

The report, published yester- 
day by the Institute for Fiscal 
Studies and financed by Alco- 
hol Concern and the Health 
Education Authority, attacks 
the present taxes on economic, 
health and social grounds. 

It points out that main alco- 
hol duties have been largely 
unaltered in the past two Bud- 
gets, so their real value has 
faTWi Real TM-omes and alco- 
hol consumption have both 
risen over the same period. 

Alcohol duties should there- 
fore be increased at least in 
common with inflation, it says. 
That would add L7p on a pint 
of beer, &4p on a bottle of wine 
and 42.4p on a bottle of spirits, 
according to Alcohol Concern. 

Up-rating excise duties 
might produce an estimated 
£2Q0m in revenue and help to 
prevent excessive use, but 
there was little evidence that 
the Chancellor would adjust 
alcohol duties in this Budget. 

"Such a policy has little 
regard for health and social 
considerations,’’ the IFS report 
says. Indirect tax harmonisa- 
tion in 1992 would mean a fur- 
ther bag cut in alcohol taxes. 

The IPS proposes a level- 
ling-up of all alcohol duties to 
the higher band currently paid 
on spirits. It says that would 
not have a "disproportionately 
unfair” effect on lower-income 
households. 

Institute of Fiscal Studies 
commentary C3JL The Structure 
Of Alcohol Taxes: A Hangover 
firm the Past? By Paul Baker 
and Stephen McKay. IFS, 
180-182 Tottenham Court Road, 
London WlP 9LK £6. 


Kinnock considers how much to give away, to win 

Joe Rogaly argues that Labour’s chances may be best without the security of first-past-the-post voting 


S COTLAND may yet lead 
the way to a reform of the 
British constitution. A 
small step was taken on Satur- 
day when the Scottish, confer- 
ence of the Labour Party told 
Its executive to come up with 
“concrete proposals regarding 
electoral reform.” 

It could be a step forward ar 
sideways, depending on your 
point of view. Supporters of 
proportional representation for 
a Scottish Assembly of the 
future regard it as a step for- 
ward; the national Labour 
Party leaders, including Mr 
Neil Kicnock’s advisors, like to 
encourage the notion that it is 
at best a sideways move, 
designed to keep proportional 
representation at bay. 

Mr Kinnock and his circle 
should think a gain. They could 
start by re-reading the text of 
Saturday's resolution, which 
specifies a system that “fairly 


rewards parties with represen- 
tatives broadly equal to the 
number of votes cast ...” If 
that is not a definition of pro- 
portional representation, it is 
hard to say what is. 

Yet proportional representa- 
tion is not called by its own 
name in the resolution. That is 
why the national leaders of the 
Labour Party think there is 
still time to fight a rearguard 
action. They are too excited at 
the thought of gaining sole 
power in Westminster to see 
.that sticking to first-past-the- 
post in Scotland will make it 
harder for them to win a gen- 
eral election. 

In political terms, propor- 
tional representation (or, alter- 
natively. th e «rintrit» transfer- 
able vote) is the least the 
Labour Party can offer the 
Scottish constitutional conven- 
tion, a supposedly all-party 
gathering. The Conservatives 


have declined to participate in 
the convention, and the Scot- 
tish National Party laid down 
impossible terms. That leaves 
the former Alliance parties and 
the Greens, most local authori- 
ties, and the churches. 

If Labour is to win their 
acquiescence in a new policy, 
and reach out to waverers in 
the other parties, it must come 
up with something that does 
not imply permanent Labour 
administration. First-past-the- 
post voting would probably, 
entrench Labour in a Scottish 
assembly until well into the 
next century; proportional rep- 
resentation or single transfer- 
able vote would give the others 
a chance. 

A complete failure of the 
constitutional convention 
would leave Labour without 
any credible alternative to -the 
nationalist policy of indepen- 
dence for Scotland. That could 


result in a draining away of 
support in a few key constitu- 
encies; the consequence might 
very well be that the Tories 
would, increase their Scottish 
representation at Westminster 
in the next general election at 
a time when they are almost 
certain to lose seats nationally. 

T HIS puts Labour on the 
spot. Every seat lost to 
the Scotnats or the. Con- 
servatives north of the border 
would have to be made up for 
in the more difficult territory 
down south. . 

Even when *hfn argument is 
accepted, the fear in London 
remains. Grant proportional 
representation in Scotland 
it will have to be used In elec- 
tions for Northern Ireland, 
Wales and Labour's proposed 
Tfrigbah regional assemblies, 
not to mention the elected sec- 
ond chamber to be put In place 


of the House of Leads and, of 
course, future elections to the 
European Parliament. 
Although all of this is implic- 
itly allowed for in Labour's pol- 
icy review, the closer it comes, 
the more it is disliked by the 
anti-proportional representa- 
tion members of Labour's front 
bench, of whom the Deputy 
Leader, Mr Roy Hattersley is 
the most conspicuous. 

The reason is that if all that 
territory is lost to proportional 
representation, it will be 
extremely difficult to defend 
the final redoubt, the House of 
Commons itself. While Labour 
is so Ear ahead in the opinion 
polls, its more optimistic lead- 
era Imagine they have a chance 
of winning the next general 
election outright; they do not 
wish to share power after that. 

What they will not confront 
is tiie possibility that they axe 
kidding themselves. There are 


still more than two years to go 
before an election must be 
held, ft Is highly Improbable 
that the Labour lead will 
remain high enough for all of 
that time to give it the biggest 
electoral s w ing in history and 
an overall majority. 

In those circumstances. 
Labour will depend in part 
upon winning voters who for- 
merly supported the Alliance. 
Several polls indicate that they 
stand a better chance of doing 
so if they lean towards elec- 
toral refo r m. Thus it could be 
that to win at Westminster 
next time they have to accept 
proportional representation for 
Scotland and. the other assem- 
blies, ^ ifllrn thefr nhanww 
on one day having to share 
central power itself. 

- My guess is that if Mr Kin- 
nock concludes that this Is 
what he will have to do to win, 
he will do it 



OBITUARY 


Lord Stewart: twice Foreign Secretary under Wilson 


Lord Stewart of Fulham: 
great social concern 


LORD STEWART of Fulham, 
who died on Saturday at the 
age of 83, served as Foreign : 
Secretary twice In the labour 
Governments led by Sir Harold 
Wilson in the years 1964-70 and 
held a number of other impor- 
tant Cabinet posts, including 
Secretary of State for Eco- 
nomic Affairs. 

In 1979 he was given a life 
peerage and he was active in 
the House of Lords until his 
recent illness. But it will be as 
Mr Michael Stewart, the MP for 
Fulham for 34 years and as 
Foreign Secretary that he will 
be best remembered. 

No one could claim that 
Michael Stewart, a schoolmas- 
ter turned politician, had great 
charisma. He was shy and 


withdrawn - and derided by 
political enemies, and some- 
times even by colleagues. 'as 

dull and imiiigplring . 

Yet behind the seif-effectng 
and quiet manner lay a strong 
will, considerable ambition 
and, above all, great moral con- 
viction and social concern. Nor 
did the absence of flamboyance 
detract from his skills in Par- 
liament, where he was widely 
respected for his intellectual 
prowess and capacity for clear 
exposition. 

Michael Stewart first became 
Foreign Secretary in 1965, 
when he was switched from 
Education Secretary after the 
resignation of Mr Patrick Gor- 
don Walker. At the height of 
the Vietnam war he had the 


difficult task of warding- off 
pressure from Washington '.to 
commit British forces to. that 
war, while stfil fundamentally 
supporting the US position. 

As a result, be came undo: 
heavy fire from the Labour 
left, which felt that the Wilson 
government was too sympa- 
thetic towards US policy in 
Vietnam. Acutely conscious of 
the need to bring the war to a 
speedy end, Mr Stewart 
appeared an Soviet television 
in December 1965 to appeal to 
the Soviet government to join 
Britain in calling a conference 
of all governments Involved in 
the war. • • 

Appointed first Secretary of 
State and Secretary of State for 
Economic Affairs in August 


1968, Mr Stewart was responsi- 
ble for introducing the Wilson 
government’s controversial 
prices and incomes policy. He 
dearly looked upon the mea- 
sure as bringing greater justice 
Into the distribution, of wealth. 

“I look forward to a time 
when you can work the prices 
and incomes policy, not in this 
harsh, unfriendly atmosphere, 
but as a permanent dement of 
national life,” he said in July 
1967. 

. In spite of his apparent diffi- 
dence, Mr Stewart very much 
considered himself a contender 
for the highest government 


In March 3968, after the res- 
ignation of Mr George Brown, 
Mr Stewart was back at the 


Foreign Office, where he 
stayed until labour's defeat In 
tiie t9TO^eneraFeKctiML : ' ■ - 

Michael Stewart’s determina- 
tion to succeed was evident 
from an early age. Starting his 
education at a London County 
Council elementary school, he 
won a scholarship to Christ’s 
Hospital and went on to 
Oxford, where he gained a 
first-class honours degree in 
Philosophy, Politics and Eco- 
nomics and became President 
of the Oxford Union in succes- 
sion to Qntatto Hogg, the pres- 
ent Lord Ha fish am. 

Lord Stewart’s wife, a magis- 
trate and hospital governor, 
was given a life peerage in her 
own right as Baroness Stewart 
in 1975. They had no children. 


NOTICE TO THE WARRANTHOLDERS 
OF 

ORIX CORPORATION 
(FORMERLY NAMED AS 
“ORIENT LEASING CO., LTD.") 

USD 50,000,000 

3V, PER CENT GUARANTEED BONDS DUE 1992 
WITH WARRANTS TO SUBSCRIBE FOR 
SHARES OF THE COMMON STOCK OF ORIX 
CORPORATION 

Notion of a MJautmcm to the Subscription Price app&catric to the c&ptioaed 
Warrants is hereby given pursuant to the Term* and Condi bona of the 
Warrants ib* 

1. Tho Board of Director! of ORIX CORPORATION resolved on 9th 
January 1990 to make a Dee distribution of shares to the shareholders of 
record cm 31 March 1990, at a rate of 0.03 share for me sham hekL 

2. Accordingly, the Subscription Price (per share) of the above mentioned 
Warrants mil be adjusted as foOomc 


Subscription Prioe before adjustment 
Subscription Price after adjustment 


: Yen 3,746.0 
: Yen 3,567.6 


Effective date of adjustment: 1st April 1990 Tokyo Time. 

8th March The Mitsui Trust St Banking Co_ Ud 

5th Floor. 

6 Broad gate 
London EC3M 2TB 

in hi capacity as 
Focal and Warrant Agent. 


NOTICE TO THE WARRANTHOLDERS 
OF 

TOBAI CORPORATION 
USD 50j000y000 

4 1/4 PER CENT BONDS DUE 1993 
WITH WARRANTS TO SUBSCRIBE FOR 
SHARES OF THE COMMON STOCK OF 
TOKAI CORPORATION (THE ” COMPANY") 

Adjourn* » fee Satuadpthai Wee ef fee captioned Waaana to ba made as a 
cfafioodiar* Attribution. 

FruhuUo ibs Terns m>i OeodhSona of the above nacctaoncd Wanna*, we bothy 
notify WatzamheUarauimom: 



1st Afail, 1990 Tcfcyo 


Subscription. Ftice before adjustment: Yea 97320 
Subscription Prim after adjustment: Yca92M0 


8th March. 1990 


ThcHftmlViigS' Baittiifh. , T-M 
3th Flora 
tiBxoadpra 
London BC2M2XB 

in its capacity as Ehmdpal 
Paying A#snt 


NOTICE OF OPTIONAL EXTENSION BY NOTEHOLDERS 
CENTRAL-EUROPEAN INTERNATIONAL BANK LTD 
USD 20.000000 FLOATING RATE NOTES 1990 
EXTENDABLE AT THE NOTEHOLDERS'S OPTION TO THE INTEREST 
PAYMENT DATE FALLING IN AUGUST 1992 

Notice is hereby given to the holders of the notes described above that, pursuant to 
the provisions of the Fiscal Agency Agreement dated as of August 13, 1884 and 
condition 6 of the notes, these notes, which will mature on August 16, 1990, are 
subject to extension at the option of the noteholders to the Interest payment date 
telling in August 1992. To exercise the option in respect of any note, a noteholder 
must surrender such note to the Fiscal Agent during the period commencing on 
1st May 1990 through and inclusive of 30th June 1990 together with all unmatured 
coupons. The Fiscal Agent shall retain the notes so surrendered until August 16, 
1990 upon which date the exercise of the option shall be so endorsed by the Fiscal 
Agent and the maturity of foe note shall be extended to the interest payment date 

falling in August 1992. 

THE FISCAL AGENT 

SOCIETE GENERALE ALSACIENNE DE BANQUE 
LUXEMBOURG BRANCH 


IN FOB ASH' 90 



"Man - tec hn ology - information, 
bmovathm aspects lor tomorrow’s 
manager”. Symposia. Congresses. 
Events. Come to INFO BASE *90. find 
out an about information processing. 
Masse Frankfurt GmbH. 

Posttech97012ftD-80MRa^ 

8tx 'tifobase #. • • „ 


ftaaktot 
15-17 May, 1990 


Left-wing unit calls for green tax 

A CALL for higher taxation on means of tackling pollution, cent value added tax (VAT) on 
environmentally damaging Until now. the Labour Party environmentally damaging 


A CALL for higher taxation on 
environmentally damaging 
products, with correspondingly 
lower tax rates on “green" 
products, is made today in a 
report published by the Insti- 
tute for . Public Policy 
Research, the new left-wing 
think-tank, writes David 
Thomas. 

The report could be impor- 
tant in prompting a shift in 
Labour Party thinking towards 
taxation-based charges as a 


means of tackling pollution. 
Until now, the Labour Party 
bas tended to support a regula- 
tory approach. 

“It would be particularly 
unfortunate,” the report says, 
“to perpetuate the idea toot 
the use of economic' instru- 
ments is a right-wing approach 
to environmental policy, while 
the regulatory approach is 
more ideologically sound for 
the left.” •' 

The report proposes. 25. per 


cent value added tax (VAT) on 
environmentally damaging 
products such as phosphate- 
based detergents or batteries 
using mercury or cadmium. 

Those higher charges would 
be complemented by reducing 
VAT to zero cm energy-conser- 
vation products and on ser- 
vices that discourage product 
obsolescence. 

Orem Taxes. JPPR, 18 Buck- 
ingham Gate, London SWlE 
6LB. £5. 


NEWS IN BRIEF 

Business 
rate divides 
directors 

response from wmp^ydirec; 
tSrTan Institute of Directors 
survey showed yesterday- for 

The rate was good news for 
northern manufacturers who 
have suffered an excessive 
rates burden for many^ years, 
andbad news for retailers to 
the south - 

good for exports, bad for 
imports,” the IoD said. 

The uniform bustoessr&te» 
which comes into effect on 
April 1 with the poll tax works 
otik at about 35p to each pound 
of a business property s rate- 
able value. Directors have until 
September 1 to appeal- Just 
under half of the 200 directors 
polled said they were consider- 
ing appealing and 42 per cent 
said their new overall rates 

bills would be higher. 

Four out of five directors, 
however, thought that the new 
business rate values would not 
significantly affect the viability 
of their businesses. 

Market warning 

THE sing le European market 
will provide “only meagre pick- 
ings" for British industry and 
hair Europe’s companies will 
pflflsp to exist in their present 
form by the end of the decade, 
it is claimed today. 

An article to IS, the maga- 
zine of the Industrial S ociet y, 
says British companies would 
have to act fast to survive in 
the new competitive environ- 
ment and gain from the single 
market would be "extremely 
modest" 

The warning is given by Mr 
Amin Raj an, author of 1992: 
Europe's Zero Sum Game, to be 
published by the Industrial 
Society. 

He predicts that fierce com- 
petition and a new focus on 
customised goods and services 
will produce radical changes to 
the employment market Many 
people will lose jobs because 
they lack skills needed by 
Europe's changing industry. 

Unemployment, concen- 
trated to manufacturing, will 
also be exacerbated by what 
the author terms "barriers to 
labour mobility” between 
regions and countries. 

Bread additive ban 

POTASSIUM broinate, a flour 
improver, is to be banned from 
British bread from April 1, but 
brewers Drill be allowed to con- 
tinue to use it in malting as 
long as more refined testing 
techniques fail to show any 
trace of it in beer. 

The Federation of Bakers, 
members of which bake three 
out of four loaves sold in 
Britain, stopped using potas- 
sium broinate last autumn, 
when new tests disclosed that 
minute traces had survived 
baking In some bread. 

Pension launched 

THE City of Glasgow Friendly 
Society has launched a pension 
plan with contributions as low 
as £1 a week and what the soci- 
ety claims is a unique home 
caDectfon service. 

ft is aimed at the self-em- 
ployed and workers whose 
companies do not provide a 

p ension s chem e. 

Belfast shooting 

A ROMAN Catholic man was 
shot dead by loyalist gunmen 
in west Belfast yesterday. 

He was hit as he worked on 
his car near the Falls Road, as 
Republicans prepared for a 
commemoration parade for 
IRA men. 

The gunmen were In a car 
hijacked earlier in the Protes- 
tant Shankfll Road area. Sinn 
I tem said the victim had no 
Republican connections. 


Ashdown resurrects 
Democrats 9 ambitions 

By Michael Cassell, Political Correapdndent \ 

MR Paddy Ashdown, flie leader 
of the Liberal Democrats, yes- 
terday launched an attack an 
the Conservative and Labour 
parties and resurrected bis 
party’s ambitions to create a 
left-of-centre political force 
capable of forming an alterna- 
tive government 
Mr Ashdown, speaking, at 
the end of his party’s twoday 
spring conference in Cardiff, 
said he was determined to 
make the Liberal Democrats 
the “moral voice” of Britain. 

The job of his party. was not to 
support the present political 
system, but to break it. 

With the party stffi languish- 
ing in the opinion polls, Mr 
Ashdown- claimed that, after 
the turmoil that followed tiie 
split of the Uberal-SDP Affi- 
ance, the foundations were tor 
place to establish “a great 
reforming party* 

He accused the Tories of 
debasing Parliament and 
attacked Labour for being pre- 
pared to “discard any princi- 
ple, abandon any convictions, 

adopt any policy, provided only 

that it could gain votes in the Hi the south, he said, the 
process.” liberal Democrats were- the 

In defining the Democrats’ challengers to the Tories in 
political stance, Mr Ashdown - seats that Labour ha d to w in 
said it was “a free-market for general election victory. 



paddy Ashdown: “a great 
reforming party 1 * 

party, tough on compe tition; 
Europe an in outlook and aware 
al the social and enrixunmen- 
tal context . In which Britain 
must operate.* - ■ 

: He said there remained 
“deep flaws* at the heart of the 
Labour Party that meant it 
would prove Incapable ofcHin- 
Ung the electoral mountain it 


FIRST CONVERTIBLE SECURITIES FUND 
* Sdd£t£ dTntestissement & Capital Variable 
2, boulevard Royal 
LUXEMBOURG 
R.C. LUXEMBOURG B-24461 
NOTICE 

The Board of Directors informs tiie shareholders tint a Merger Proposal 
(tba “Merger Proposal”) has been agreed aa of !6th Jammy, 1990 
betweam FIRST CONVERTIBLE SECURITIES FUND (the “SICAV“) 
and MERRILL LYNCH MULTINATIONAL INVESTMENT 
PORTFOIIOS-KJUITY/CONVERTIBLE SERIES (the “Fnnd*). 

The Fo nd ahafl c ompri se shares of category A and or category B of 
various danra ranespoaduig each to s separate portfolio of aaaoa, 
among winch a dan de n om in ated “Convertible Securities Portfolio” with 
substantially the same investment objective and policies as those of the 
SICAV, as described hi the Prospectus of the Fund, dated January, 1990. 

Shares of each class are offered with two sale* charge alternatives. 
Camemr A shares ate subject to a sales charge (“dealer mark-op”) 
payabfe at the time of investment. Category B shares are not s u b je ct to 
de aler maric-up but are mbjoct to a distribution fee a— on these 
dates on aeo n turning bans with a contingent deferred sales charge 
notmafly assessed if the shares are redeemed within four yean of issue. 

, ^Merger Proposal provides ibr the rsrJwmgc one by one of the shares 
m tiie SICAV against category A shares in the d«« “Convertible 
Securities Portfolio" of the Fund on an Effective Date which is 
®*tocujaiied to be on 9th March, 1990 snlgect to the extraordinary general 
meeting of siarehoWers of the Fond and the SICAV to be held ©alst 
March and 9th March, 1990 respectively, approving the Merger Proposal. 

During the period Emm 13th March, 1990 to 13th April. 1990 any share 
by the SICAV may be tendered for at no cost. 

a Luxembourg!*!?! boulevard 

** 5 ™? Lowmboorg, against share certificates of the relevant category 
and daw of the Fund. 

After 13th April, 1990 sharecertificafes of the SICAV wifl no more be of 
good debvexy on the Luxembourg Stock Exchange. 

The ft oyflna of the Fond is available at the registered office of the 
Fund at 2, boulevard Royal, Luxembourg. 

The ftO&rd of Director* 
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DIARY DATES 


Trade fairs and exhibitions: UK 


Current 

Daily W>n -Mail Eraae. Exhibi- 
tion (01-222 990) (until April 1) 

• .. . . Ends Court. 

Canent 

British Designer S how (01-244 
6433) (until March 13) 

Olympia 

Current 

British Footwear Fair (0799 
26669) (until March IS) - 
NEC, Birmingham 

Miirdi 13-15 ■ r - 

Nati onal We ldfagEbchibiticm - 
NQRTHWELD (0403 08747) 

G-Hex Craitre, Manchester 

March 17-20 

International Cycle -and Dei- 

sure Fair - CYCLEX (01-390 
2ZU) 

Olympia 

Overseas exhibitions 

Current 

International Boat Show - 
HISWA (Q1-49S 7977) (until 

Mnrfl h 18) 


March 20-22 

NEPC0N. Europe 90 (01-945: 
990Q) - , * i . 

. . ' > ' i NEC, Btagtltfifeam 

March 29-28 .. 

London- -International Book. 
FWr (Oi-048 9800) . 

. Olympia 

March 27-29 

CADC AM International Show 
(01-4044W4) 


Mar£h 29-April.l 

International Contain] 

Art Rdr - ART (01-486 

April 2:16 

International Festival of •Set-' 
ence ft Technology (031-225 
4756) 


Amsterdam 


Fair (0875 
17) 


Current 
Intel national 
(until 


March 17-20 
International Jewellery. Show 
(01-828 1661) 

H on g w«wig 

March 23-20 


TwtprnaH arwri yi mwIiliM Th itf W- 
tian (01-727 1929) 

•v * Paris. 

March 20-81 ' - - - 

Productioai and Test Equip- 
ment for jfauimto* 

taring Exhibition ^ INTER- 
NKPCONKORBA (0L340 37T9 
. *-• • • Seoul 

March ai-April X -- : . 

International ; Hotel 1 and- Cater- ' 
Ethfldtton - JNTKEGASF. 

(01-236 09U) 

— «■ -'1» 

.’ otattgart 


■' araii 




Business aiid management conferences 






.. _~^<- 


:-^z- 


Marpfc 12-13 

CIPFA/Peat Marwick Melih- 
todc The new culture-meeting 
the strategic challenge (01-895 






1? 

1- : 




* 


The Belfry Hotel, Near Sut- 
ton Coldfield 

Mardi 13-14 

Financial Times Conferences: 
1 Competition, Mergers, Acquisi- 
tions and Alliances in Europe 
(01-925 2323) 

Hotel Inter-Continental, 

Mardi 14 

Institute of Directors: Dealing 
with shills shortages (01-839 
1233) 

US Flail Mall, London 
Marcfa 12-23 ■' - 
University Consultants 
(Japan): Coming to terms-wttb 
Japan (01-323 4383) 

-Cambridge University 
March 20 

The Henley Centre: Annual 
review of social developments 
and forecasts (01-353 9961) 
Cavendish Conference Cen- 
tre 

Mardi 21 

EEC Society: Euroconference 
1990 “Europe 2002 - a Himmm 
market between the East and 
West?" (01-5G8 1299) 

Westminster Central Half 
Mardi 28-27 

Financial Times Conferences: 
World Pharmaceuticals (01*925 
2323) 

Royal Garden Hotel, London 
Hatch 28-27 

Financial Conferences: The 
European water industry (0t- 
: 925 2320) -- V . V. : 

Hotel Inter-Ckmtipental, 


March 28 

EurofL Opportunities for EC 
and UK government flnanqiai 
incentives (0222 230969) 

BedhUl 

Mardi 28. 

CM Conferences: Successful 
s tructu rin g of crooss-border 
and multination al operati ons 
and investments in Bunope'ftH' 
the 90’s(Franoe(33) S3 78 0319) 
Sheraton Fade Tower,: lou- 
den 

March 28 

Centre for: European. Policy 
Studies: Waste management, 
Recycling and Eco-] 

Policy Issue 
SLLSBjBO) - 

Brussels 

March 28 

Eurofi: Opportunities for EC 
and UK government financial 
incentives (0222230989) 

nwnifii 

March 2980 

Martin Harvdl and Associates: 
- Aviation symposium *90 - 
A Greater Europe (01-94^0086) 
Olympia 2 Conference Cen- 
“tre 

April 8 

CBI Conferences: Agenda ter 
change 1990 - Putting the cus- 
tomer first CQHR9 7400) •- 

Centre Point, London 

April 3 

CBI Conferences: Agenda for 
change 1990 - Putting thecus- 
tomer firs t (01-0 7 9 7400 ) - 

Centre Point, IoesSo® 


PARLIAMENTARY 

.rTSfewu.:* . 

-Commons: Motion on the 
Northern Ireland (Em er g en cy 
and Prevention 1 of Terrorism 
Provisions) Order. 

:y 'ifitknwi.tte' Ansttodatiini 
(Northern Ireland} Order teD 
. ;knred by. Motion cm the Ifeem- 
win g - (MT yrtipm J fpTymfl ) Q wfer- 
: Proceeding on the €miw. 

'Allowances B£1L ' .v 

^Xorals:' British Railways Oder 
Canfinnatlan BUI. third ree% 

(Student Loan?) 
Htn, committee. " 

Solecf committees: Home 
Affe" : suWect, National Iden- 
Hflcatioh Bureau. Wi tn e s ses: 
Home Office end Metropolitan 
: PuUc& (Room 15, 4J5 pa) . 
"Treasury and Ctvil Service: 
subject, cavil Service pv end 
amdfftkms. Witness: Sfr Robin 
Butter, Cabinet. Secretary and 
Head of the .Home Gtvu Ser- 
'riocu.QEtodiui 5, 430 pm) . 

Comr^ssa*; National Health 
Service- und Community Care 
■ B0L retpafrring stages. Motion 
r on the Hide 'Support Grant 
(Scotland) Order. - 
>. LrarikfCpar Industry Bill, third 
'. .read tag:*'.. 

f. - Human . Fertilisation and 
Embryology BUI, report. 

River Tees Barrage and 
- Crossing wm| third : 

Chjorofteorocarbons (( 

' troU Bffl, report. 

Question to. Govemmegt on 
plans to implement the 1989 
White Paper “The future of 
development plans, c on ce rn ing 
regional guidance and county 

^ structure plans.” 

Committees' on private hills: 
Cardiff Bay Barrage Bill. 
(Room 5, 10.30 aim.) 'Xing’s 
Gross Hallways BBL (Grand 
fVHnrnhtw Westminster 
HaH.l0^0ajn.) • 


Commons: Progress cm remain- 
ing stages of the National 
hmw» .Servfc g finwin miMr 
Care Ml. 

Lords: Debate on “The gap 
between rich and poor in soci- 
ety.” 

Debate on the 39th annual 
reports of the Law Society and 
the Lord Chancellor’s Advisory 
C ommitte e onLegal Aid. . 

. -London Local Authorities 
<M1iioBBM»eousProsMonai).Ml. 
second' reading: .' 

Select co mmitte es: Environ - 
menfc subject, beach pollution. 

FINANCIAL 

• • t oday 

. company M^Twas-. ; .■ . . 

BakMk, lo/LMtor Than* HMC EC, 
•T2i». - 

BOARD MEETW08- 


Anril 4-6 
Fman 


AJftano* Tat. 
BottWMfc'nfiT 
ggw : .> 

ii wwm CMd MWmr 
Hotaona MStaUniB - ' 


i nangfal Timea Conferences: 
Venture L-dPpdrnmr -Europe =.590 
(01-925 2323); V.:- 

'- Paris 

Anyone willing to attend any of the above events is advisedto 
telephone the organisers to ensure that there hpoe been no. ' 
changes to the details published 


Low Qrpk..- ' 

Low » Bwai; ^ • 

P«MnB Foettr 
HWOO ftrp.' 


Bala TBnay 


IVwnlpan Davoteptnopl 
IMOG Iny. T»L 


NOTICE TO HOLDERS OF WARRANTS 
TO SUBSCRIBE FOR SHARES OF 
COMMON STOCK OF 



KEIHAN ELECTRIC RAILWAY CO., LTD. 

IKrdtam Ot*h TmatoKUmskiki UutoJ 
(lrxr<rp<*mAl*«kBmtlrdJ>at»tifv In 

U&tTOWMIdO 3 per cent Gua ran tee d Notes 
due 1992 with Warrants ("1992 Warrants”) 
U.S£150,0CKM)00 4 per cent. Guaranteed Notes 
due 1993 with Warrants ("1993 Warrants") . 

Notice is heraby given that on 22nd February. >990 the 
Board of Directors of Keihan Electric Railway Co., Ud, resolved 
that:- 

1 ) A free distribution of Shares of its common stock should be 
made to the sharehokJersonrecord asof 31at March, 1990. 
(Japan time) at the ratio off 0.06 shares for each share held: 
and 

2) A right to subscribe for shares at the Issue Price ofT560 par 

share should be granted to the shareholders on record as 
of 31 st March, 1660 (Japan time)- at the ratio of 0-05 shares : 
for each share held and the subscription period should be 
from 10th May, 1390 to 18th May, 1990. 

As a consequence, the subscription pricee win be 
adjusted as from 1 st April, 1990. (Japan time) as follows:— . : 

1) 1992 Warrants , 

Current Subscription Price: ¥581X10 
Adjusted Sub sc ri p tion Price: ¥64180 

2) 1993 Warrants 

Current Subscription Price: ¥697.00 
Adjusted Subscription Price: ¥G50XK) . 

KEIHAN ELECTRIC RAILWAY CO, LTD. 
By: The Sumitomo Bank, Ltd. 
as Principal Paying Agent 


Dated: 12th March, 1990 


INTERNATIONAL direct marketing 

The Financial Times proposes to pubhsb this survey on: 


APRIL 18th 1990 . 

For a ftill cdilariaJ sysopexs and advertisement deta!I», |2ca»ecoouct: 


Neri&e Woodcock 
on 01-873 3365 


or write to him at . 


Number One 

Southwark Bridge 

London 

SE1 9HL ■ 
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Witnesses: Marine Conserva- 
tion Society, Mr Patrick 
Gewen. Norfolk Friead* of the 
Earth. (Roam 8, 10^0 ajn.) 

Agriculture: subject, fish 
farming. Witnesses: Stirling 
Uni vers it y, Institute of Acqua- 
cultore and Natural Envbroa- 
ment Beseardi Council. (Room 
20,10.45 am.) 

- Education ami Science: sub- 
ject, science policy and the 
European dimension. Wit- 
nesses: department nfffrfoTp 
(Boom 18, 115 pm) 

Employment; subject, work 
of the Health and Safety Com- 
mbwlon and Executive, Wit- 
nesses: commission officials 
(B/inm 8, 4,tlf JUH) 

PnbHc Accounts: subject, 
fleet maintenance. Witnesses: 
Sir. Michael Quinlan Vice 
Admiral J Slater. (Boom 16, 
AlSpjnJ 

Procedure: subject, work of 
ffm select committee systc 
Witnesses: Professor George 
Jones, Professor Peter Hen- 
nessy, Professor Gavin Drewy 

and Dr Phillip ffliMhip . (Bnnm 

€, 4L30 pjnJ 
. -Joint Committee on Cooaiff- 
dation BUhc Town and Coun- 
try Planning. Witness: Mrs 
Msggifi Leates. (Room 4, 4J30 
pm.). 

Committees on private MTIr 
Cardiff Bay Barrage Bill. 
(Room 5, 10.30 a.m.) King's 
Cross Railways BOL (Grand 
. Conmitttee Room, Westminster 
Hall 1030 am.) 

thunfey 

Commons: National Health 
Service' and Community Care 
Bill, remaining stages. 

Tfl pkt- Amendment to the Coal 
industry Bffl. 

- Mnrim a inp i w H iig Schedule 1 
of the House of Commons Djs- 
q niiHflnatkm Ant 1975, 

.. Opposed private business 
after 7 pm. 

Lords: Courts and Legal Ser- 
vices Bill, third reading. 

Motion to approve the Pre- 
vention of T en or ism (Tempo- 
rary Provisions) Act 1989 Con- 
tinuance Order. 

.Co m m i ttees on private bills: 
Cardiff Bay Barrage Bill. 
(Room 5, 10.30 am.) Klng,s 
Cross Railways Bill. (Grand 
Co mmitte e Room, Westmins te r 
Hall, 1&30 am.) 


Commons: Private members’ 
motions. 
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Advertise your house 

in full colour in the Weekend 

. FT. .. ■ 

To find out more, call Lesley 
Proctor 
on 01-873 4896 


CONSTRUCTION CONTRACTS 

Changing face of Smithfield 


A sympathetic redevelopment 
of an historic acre of Smith- 
field, London, is being under- 
taken by the M.J, GLEESON 
GROUP for developers Land ft 
Property Trust at a cost of 
around £4im. 

LPT*s overall scheme (pic- 
tured) will provide in the 
region of 300,000 sq ft of offices 
and some residential space - of 
which the first 250,000 sq ft has 
now been awarded to Gieesan. 
It combines the construction 
by Gleeson of six buildings, 
with the retention and refur- 
bishment of selected buOdtags 
bordering the site. 

Architects Uftchntz David- 
son Design have concentrated 
on preserving the character - 
mostly 19th century - of Cow- 
cross Street, whilst integrating 
the substantial redevelopment 
by positioning, proportioning 
am fiwfahlfl g' the new Hid- 
in gs t o merge with their 
mature surroundings. 

Gleeson will construct, of 
reinforced concrete, two six- 
flow ud four-floor build- 
ings - all with basements, and 
fnUy air-conditioned - together 
with three smaller four-floor 
buildings. These are being 
manned in “medieval iuxtaoo- 
sition to reduce visual promi- 



ENGtNEERING 
& CONDUCTION 

MINING 

HOUSING 

PROPERTY 



COSIA1N GROUP PLC 


Architect’s model of Smithfield development scheme 


nence to framed viewing.” 

Similar aHaiytift n tO viflU&l 
scale detail has been applied 
bv the architects to tha width 
between perimeter structural 
columns - reduced to 3.6 metres 
from the imatemarg six metres 
to harmonise with those of the 
adjacent builtHngs. 

As part Ufechute David- 


son’s design, the ground floor 
of the old Danish Bacon head- 
quarters in Cowcross Street 
will be opened out to facilitate 
the creation of a pedestrian 
route from Smithfield to Cler- 
kenwefi Green. Structural engi- 
neers for the project are Ove 
Arup ft Partners and prefect 
managers are PML 


Stoke-on-Trent hotel development 


ALFRED McALPINE 
CONSTRUCTION has won a 
batch of contracts worth ream- 
In the North West, the com- 
pany has been awarded its sec- 
ond malOT hotel wwurtrnrHmi 
project from Queens Moat 
House. Valued at &12m. the 
146-bedroom hotel wm be sited 
at Festival Park, Stoke-on- 
Trent, adjacent to Eturla Hall 
which will be altered and 
extended to farm part of the 
new hoteL Completion is 
scheduled in October 1991. 

Other work in the region 
includes a £4Am co nt ract from 
Scottish Metropolitan Property 
to build a retail and leisure 


development at Greyhound 
Park, Chester, and a £ZJbn con- 
tract with Chester Waterworks 
Co to construct a 38m litre 
water reservoir on Tarvin 
T hwd , Chester. 

In the South-East, the com- 
pany has a £L6m order from 
jflpp hq Maud Co for flw initial 
phase of little London Court, 
four office buildings, a restau- 
rant and shops around a land- 
scaped, stone-flagged courtyard 
with parking for £> cars in the 
St Sa v io u rs Dock C ons er vati on 
Area. A £ 8An contract has 
been received for a seven-sto- 
rey commercial building on 
Praed Street, London, for CM 


Property Developments on 
behalf of Minmetais (UK). 

A number of contracts in the 

Mlfriawriq InrbiHp g f3 Rm man. 

ufacturing pla nt an d offices for 
Landis ft Gyr (UK) at Telford. 
Shropshire, and a £3 -6m first 
phase industrial development 
at Dudley, West Midlands, for 
Ffolkes Properties. 

Alfred McAIpine Services & 
Pipelines has been awarded a 
£7 ,5m contract by Petroflna 
(UK) to carry out work on the 
southern hair of a pipeline 
Unking t . infinity oil Refinery 
on South Humberside, with Its 
distribution terminal just 
north west of London. 


Sports projects for Tarmac companies 


Two sports halls are included 
in projects worth about £10m 
awarded to TARMAC CON- 
STRUCTION. At Tipton, in the 
Wert Miriluniin, T toirmn Rafurb 
has started work on a 2858JM0 
sports centre contract for 
SandweU. Borou^x Council, 
scheduled for completion early 
next year. 

At Cardigan, Dyfed. work 


has started on a E60&000 con- 
tract for designing and build- 
ing a sports ban for Ceredigion. 
District Council which is due 
for completion twq summer. 

A number of projects have 
also been awarded to the com- 
pany’s contract housing divi- 
sion. They include work on 
homes at Liverpool (£L8m); 
Glasgow (£L7m); Mnidanhead 


(£L2m) Brynamman, Dyfed 
(£829,000); Sheffield (£565,000) 
and Salford (£387,000). 

Tarmac Structural Repairs 
has two contracts for the struc- 
tural refurbishment of multi- 
storey flats at Radford, Not- 
tingham, for the city council 
(£600,000). and a cooling tower 
at Didcot Power Station, 
Oxfordshire (£441,000). 


Retailing 

facilities 


COSTAIN CONSTRUCTION, a 
part of Cos tain Group, has 
been awarded two contracts, 
totalling £20.8m. by Teaco 

Stores to build superstores at 
Eastbourne, East Sussex, and 
Kettering, Northants. 

The stores will be of a simi- 
lar design, each measuring 
6,503 sq metres. The predomi- 
nantly single-storey buildings 
wifi, be supported on pad foun- 
dations linked by ground 
beams and will have brick clad 
elevations with glazed shop 
fronts, revolving doors and fea- 
ture curtain walling above the 
entrance area. 

Internally, the contract calls 
for the fitting out of the stores, 
including the Installation of all 
necessary plant, shelving and 
retailing equipment. In addi- 
tion to the main Bales area, 
there will be warehousing, food 
preparation areas, an in-store 
bakery and a customer coffee 
shop. Both stares will have 
adminis tration and staff areas 
at first Door level. 

At Eastbourne, the super- 
store will be built on the site of 
the old Birdseye Walls factory 
on the outskirts of the town. 
The contract, due to be com- 
pleted in December, also pro- 
vides for improvements to the 
A259 Hastings to Eastbourne 
road and Lottbrldge Drove. 
Foundation work will Incorpo- 
rate hard drive pQes. The proj- 
ect will also include the con- 
struction of a 650 space car 
park, petrol fining station and 
access roads. 

Work on the Kettering super- 
store includes car parking for 
700 cars, landscaping, a petrol 
station and the con- 
of access roads. 


SIR ROBERT McALPINE ft 
SONS has been awarded a 
£2. 26m design and manage- 
ment contract by Niss an Motor 
Manufacturing (UK)co vexing 
the constr u ction of an addi- 
tional administration i«iMj"g 
at its car manufacturing plant 
In Sunderland, Tyne and Wear. 
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Profitable purpose in taking 
US law firms into Europe 


By Robert Rice, Legal Correspondent 


FOR some time now It has 
been rumoured that of the 60- 
ph» US law firms that have 
offices in London, only one 
makes a working profit on its 
UK operations. 

Mr J. Speed Carroll, of New 
York lawyers Cleary GottHeb 
St effn rtwI Hamilt on, in London 
last week for the Prentice Haffl 
Institute of Advanced Legal 
Studies conference an intema- 
tfonahsation of legal practice, 
says that Is not true. He does 
concede that it depends on bow 
you assess operating profit, 

thnn gfa- 

Some firms with only one or 
two people in London, acting 
ff Tsennaiiy as firm representa- 
tives, may not be making an 
actual profit on the work done 
in the capital. 

However, Mr Carroll sins, a 
number of the larger US firms 
now have 10 or more lawyers 
In their London offices and 
“you don’t build up volume if 
you are losing money on the 

ground.” 

You also have to take into 
account not just the time spent 
doing work ln the UK for cli- 
ents, but also the work gener- 
ated abroad because clients 
know you have an office in 
London. 

There is also the work gener- 
ated in the UK and carried out 
by the firm’s offices in other 
countries. It Is necessary to 
look at the overall benefit 
rather than pare profit, and 
the overall benefit Is very diffi- 
cult to quantify. 

Mr Carroll predicts the 
recent expansion of US and UK 
law firms overseas, and partic- 
ularly into Europe, win con- 
tinue. Hie says that fe a- conse- 
quence of greater political, 
economic and social integra- 
tion in Europe. 

Nevertheless, although he 


a handful of large global law 
firms over the coming decade, 
he does not believe they will 
destroy competition or come tp 
dominate the market for legal 
services. 

There will always be room 
for niche practices in both the 
domestic and- the European 
and international law fields, he 
says, and risks of expansion 
overseas are just as great for 
the large transnational firms 
as they are for the smaller 
ones. 

The biggest risk in -opening 
overseas offices Is that the firm 
it not think through its 
and objectives but might 


instead fell under the influence 
of the herd. 

Mr Carroll applauds the deci- 
sion by Cardiffs Morgan Bruce 
Hardwickes to open in Warsaw 
as an crumple or a firm avoid- 
ing the herd and thinking out a 
clear strategic objective. 

Finns of varying sizes must 
obviously watch what their 
compe ti tors are up to and mir- 
ror their moves to a certain 
extent, but they must still ask 
themselves: “What business 
are we in and what business do 
we want to be In?” A lot of 
decisi o ns will be client-driven, 
he says- 

US firms expecting a quick 
payoff from foreign work and 
opening offices, particularly in 
Europe, are in for a big shock, 
he warns. 

Cleary Gottlieb's experience 
is that you have to invert for 
the long term, inrtant credibil- 
ity in a new location is impos- 
sible. 

Brussels, where there has 
been a recent rush of US firms 
new offices, is a good 
This is the second 

It la necessary to look at 
the overall benefit rathe r 
thaw , pure profit and the 
overall benefit is very 
difficult to q uantify 

Brussels bandwagon, he says. 
The first came after the sign- 
ing Of the Treaty of Rome. 
Most firms stayed a while and 
then "quietly stole away.” 
Cleary Gottlieb stayed. 

Mr Carroll has "no idea” 
what the latest herd thinks 
they are going to be doing 
there. 

Certainly if they think they 
can employ US lobbying tech- 
niques on the Council and the 
Commission they are mis- 
taken. Lawyers are beh 
to join in the process 
nha p in g European Community 
law and hel p in the techni- 
cal elaboration of rules, but the 
“put ln a good word for me" 


approach to lobbying 
in Washington will not work in 
Brussels, he says. 

Mr Gerard Mazet of the Paris 
law firm Jeantet ft Associfo 
spoke to the c onfer ence about 
the latest developments in the 
French practice rules. 

While most European coun- 
tries are busy deregulating 
their pr o fe ssions in the light of 
1992, France is proposing to 
regulate the practice of law to 
the first time. 


The proposed regime is a 
direct consequence of the exist- 
ing situation in France, which 
is characterised by the absence 
of any restriction on the right 
to give legal advice and by the 
coexistence of a number Dereg- 
ulated pro fes sions involved in 
the practice of law. 

As a consequence, the 
French legal community has 
bad to face the competition of 
transnational law firms 
full-service consulting 
firms for many years before 
the issue of global and full-ser- 
vice firms became of general 
interest, Mr Mazet says. 

Under existing rules, any- 
one, regardless of citizenship, 
residence or training, may give 
legal advice provided only that 
they do not hold themselves 
out as legal advisers or amseUs 
juridiques. 

There is therefore a vast 
number of individuals, most, 
though not all, with adequate 
legal training, who give legal 
advice without being subject to 
any regulation or restriction. 

That is particularly true of 
companies’ own counsel, law 
ilflpHrhnpntB df hanfeg — which 
often give below-cost legal 
advice as a service to attract 
customers - law departments 
in accou n tancy firms, and the 
majority of independent profes- 
sionals whose main business is 
giving legal advice. 

There is little doubt, Mr 
Mazet says, that “this unique 
situation has enabled foreign 
law firms and international 
accountancy firms to thrive in 
France.” 

France does, however, regu- 
late certain functions that may 
only be carried out by certain 
types of lawyers. 

For example, a notatre is nec- 
essary for property work, an 
txouuk to handling certain pro- 
cedural matters ln litigation, 
and an aoocat for appea ri ng 
before both the criminal and 
civil courts. 

The reforms proposed by the 
French government are con- 
cerned with unifying the pro- 
fessions of canseUs juridiques 
and aoocats - who also advise 
on non-litigfous mat ter s — lim- 
iting the right to render legal 
advice to profe s s ion a ls belong- 
ing to regulated professions 
and defining the right of access 
of foreign lawyers to those pro- 


Aoocats and amseils juridi- 
ques would combine under the 
new title of aoocat amseil juri- 
dtque (ACJ). Hus would mean 


that 

• Existing members of both 
professions would automati- 
cally qualify for the new one. 
ft Only members of this new 
profession would be able to 
represent clients before the 
courts. 

ft ACJs from different bars — 
to Instance Paris and Rouen 
- could become members of 
o ne firm. 

ft Restrictions on setting fees 
and a ban on contingency fees 
would be waived, 
ft Subject to certain excep- 
tions, access to the profession 
would in future be restricted to 
those with the French four- 
year law diploma or other 
equivalent degrees. 

The draft bffl. also provides 
that only specified professions 
may render legal advice or 
draft documents. 

There are, however, a num- 
ber of exceptions. They include 
companies’ lawyers, who may 
advise their employer’s group; 
certain non-proflt-makiug 
organisations; data banks; and 
people exercising a regulated 

There are Individuals with 
adequate legal training 
who give advice without 
being subject to regulation 
or restriction 

profession, but only in respect 
of advice directly linked to 
their main activity and the 
drafting of documents that are 
a necessary accessory to the 
service rendered. 

That would enable accoun- 
tancy fimw, for example, inde- 
pendently from any ACJ affili- 
ates they may have, to advise 
on a large number of issues. 

The sections of the bill on 
foreign lawyers are very sensi- 
tive, Mr Mazet says, because of 
the many foreign lawyers In 
France and the relatively few 
states hi the world that offer 
French lawyers reciprocity. 

If the bill is passed as pres- 
ently drafted, foreign lawyers 
already established as amseils 
juridiques will have equal 
rights to the ACJs and full 
access to the courts. The same 
will apply for two years to for- 
eign lawyers who have prac- 
tised in France for 18 months 
or more. 

In future, foreign aoocats 
will be admissible to a French 
bar, subject to reciprocity in 
their home state and passing 
the bar exam or a special exam 
on French law. 
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L ast September a Span- 
ish toy manufacturer 
approached European 
Silicon Structures and 
asked it to design and produce 
& chip for a remote-controlled 
car. 

The manufacturer had left 
things late. He wanted the toy 
on the shelves by Christmas. 
European Silicon St ruct u res 
(ES2) got 10,000 chips to him on 
time. 

The company has been less 
punctual, however, in deliver- 
ing profits. Founded in 1985 
amid widespread publicity, it 
was supposed to be profitable 
by the current quarter. It is 
not, although it will not reveal 
the size of Its losses. Werner 
Koepf, ESS^s new chief execu- 
tive, now promises that the 
company wifi be in profit by 
the middle of 199L 
Koepf, who joined ES2 last 
September from Texas Instru- 
ments, wants the company to 
increase its manufacturing 
activities as this is where it 
has shown the greatest reve- 
nue growth. 

Some in the industry doubt 
that Koepf can meet fate profit 
deadline. In any event, his 
progress will be closely 
watched. ES2 is not just 
another semiconductor com- 
pany. Its champions hoped it 
would demonstrate that Euro- 
pean high technology could 
withstand the ravages of Japa- 
nese American competi- 

tfrm 

It would also show that 
Europeans, regardless of 
nationality, could cooperate to 
create a world-class company. 

ES2*s founders were some a£ 
the European computer indus- 
try’s most illustrious names. 
They included Robb Wilmot, 
who led the hitherto successful 
drive to save the British com- 
puter manufacturer ICL. Euro- 
pean Commission president 
Jacques Delors once admir- 
ingly dubbed Wilmot “one of 
Europe's militants’’. Another 
founder, Jean-Luc Grand-Clem- 
ent, was previously European 
vice-president of Motorola. 

Wrnnot, Grand-Clement and 
their associates, mostly gradu- 
ates at the large US semicon- 
ductor companies, vowed that 
ES2 would be unique in having 
no nationality other than Euro- 
pean. Its board and its manage- 
ment would come from all over 
Europe- ES2 has offices In sev- 
eral countries. Its most impor- 
tant centres are in Franca, 
Britain and West Germany. 

ESffs founders thought there 
was a gap in the European 
semiconductor market which 
the company could AIL Instead 
of using standard, off-the-shelf 
drips, many manufacturers at 
computers, industrial, military 


Semiconductors 


Fabricating a future 
for a European effort 

Michael Skapinker assesses the difficulties facing ES2 
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and consumer goods prefer 
chips specially designed to suit 
their needs. 

It can be difficult for compa- 
nies to get these application 
specific integrated circuits 
(Aries) made, however, unless 
they are prepared to order 
them in large quantities. Yet 
ES2 believes that 90 per cent of 
all Aries are manufactured in 
volumes of less than 10,000. 
ES2 Offers to make customised 
chips in production runs of as 
little as one. It also promises 
fast delivery, regardless of how 
email or unimportant the cus- 
tomer is. 

ES2 uses electron beam 
lithography to produce its 
drips. This enables the com- 
pany to draw circuits directly 
onto silicon, rather than the 
usual practice of protecting an 
imag w through a wMfc onto the 
wafer. Apart from dispensing 
with the need to make masks, 
the technology enables the 
company both to carry out 
small-scale production mid to 
put several different chip 
dagjg tia on the game wafer. 

Despite its lack of profitabil- 
ity so for, ES2 can point to 
some successes. The company 
has manufactured 814 different 
Asic designs to date, 391 of 
them last year. 

Dataquest says that ES2 had 
7.7 per rent of the cell-based 
Asic market in Europe last 
year in value terms, up from 7 


per cent in 1988. Cell-based 
drips are chips built up from a 
library of cells, in contrast to 
gate arrays, which are partially 
customised chips, on which 
just the last couple of layers 
are etched to meet the custom- 
ers' requirements. 

ES2 also attracted two new 
industrial investors last year to 
add to the eight large Euro- 
pean companies which helped 
fond the company when it was 
set up. The two new companies 
are Aerospatiale oT France and 
Siemens. The signing of Sie- 
mens ended a long search by 
Rffit for a n shareholder. 

The original industrial backers 
include Philips, Olivetti, Bull 
and British Aerospace. 

Although revenues increased 
fay over 40 per cent to $18m last 
year, Jean-Pierre Demange, 
ES2’s vice-president, says the 
company had entered 1389 hop- 
ing for a 100 per cent increase 
in revenues. 

The problem, be says, was a 
slowing in the growth of the 
Asic market worldwide. ES2 
expected worldwide growth of 
40 per cent in world Asic sales 
last year. Instead, the increase 
was about 20 per cent, he says. 

Koepf says that to become 
profitable kw needs to concen- 
trate its activities on manufac- 
turing, contracting out as 
much of the chip design as pos- 
sible. 

ES2’s financial position 


THE NEW FT ESSENTIALS 

(As essential as the FT itself.) 


The excloshre FT Essentials range (part of the 
prestigious FT Collection) could only have come 
from the Financial Times. Our experience and 
understanding of the business world ensures that 
every product is designed to make the right 
impression in terms of elegance and efficiency. 

We have combined the finest materials and 
craftsmanship with a total practicality that is 
appreciated in todayfc business environment. Each 
product is lined hi FT-pink motrfi sQk and is 
available in superb fineoaQ Mack leafhec 

FT Essentials provide an excellent choic e of 
business accessories from the Immaculate FTTravel 
Organiser and the FT Personal In v estmen t Portfolio 
to a tubby FT Memo Pad for quick notes. 

For 1990, we’ve extended this popular range 
even further. To see it, just ask for the free FT 
Collection catalogue. Meanwhile, here are just four 
of our new ideas. 

NEW GIFTS FOR 1990 


The FT Meetings Folder comes in a sleek 
finecell black leather case with FT-pink molrd 
silk lining and gfit corners. Two slash pockets 
hold papers, as well as an FT-pink paper pad 
and a penloop. 244mm x 319mm. 

The FT Credit Card Case incorporates a 
plastic pocket with pouches for your cards, plus 
a leather pocket for records of credit transactions. 
Finecell black leather case with FT-pink moizd 
sQk fining. 83nun x 107mm. 

The FT Business Card Case has three turned 
leather pockets that comfortably hold 30 cards. 
Finecell black leather case, fined with FT-pink 
moird site. 77mm x 107mm. 

The FT Jotter/C akulator Wallet has a 
calculator on a magnetic base, a Jotter with FT- 
pink paper and a ballpoint pen. Finecell black 
leather case with clasp, lined with FT-pink moird 
silk. Gilt corners. 82mm x 106mm. 

THE MOST PRESTIGIOUS 


BUSINESS GIFTS 
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make the reasons for this obvi- 
ous. Koepf says that manufac- 
turing accounted for 70 per 
cent of total revenues last year 
«nd that tnm ovpr from manu- 
facturing doubled in 1989. 

BS2*s v nfip\ifai»i 1 1 ring facility 
at Rousset, southern France, is 
operating at about 50 per cent 
capacity, Koepf says. Far ES2 
to break even, Bonsset n ee ds 
to be operating at 80 per cent, 
he says. To do that, the com- 
pany needs to increase the 
number of customers which 
want their desig na manufac- 
tured by ES2. 

Demange says ES2 has sev- 
eral ways of increasing the 
number of designs sent to 
Rousset for manufacture. One 
is to set customers to design 
their own chips rather than 
getting ESI to do so. ES2 offers 
customers a week-long course 
in the use of its design Soft- 
ware. They then go off and 
ign thf i»Tiip themselves. 

Apart from increasing the 
number of flwdg n* available for 
manufacture. Demange says 
customers who design their 
own drips are likely to come 
up with something better 
suited to their needs. “The cus- 
tomer knows his own product 
and what design he wants. 
What we will teach him is to 
tnm his desire into something 
that the factory ran manufac- 
ture," Demange says. 

For those customers who axe 


less confident or proficient, 
ES2 baa established a network 
of over 30 technology design 
centres throughout Europe. 
These are independent de sign 
companies which ES2 regards 
as sufficiently skilled to design 
drips for manufacture at Rous- 
set. Although ES2 calls the 
centres franchises, ft does not 
receive a perce n tage of their 
revenues. It does not even 
demand a foe for referring a 
customer to one of the centres. 

“What we care about is the 
revalue from manufacturing. 
This arrangement ensures 
othero cany the cost of design- 
ers and equipment,*. Demange 
says. “Our aim is to multiply 
the number of sources of 
design. The papulation of 
designers is limited, so what 
we've tried to do is break the 
design bottle-neck.” 

In a small number of cases, 
BS2 agrees to do the design 
itself. Last year 20 out of 391 
rtuflg nu Bunwfewr^ ff^ by ES2 

ware designed in-house. - 

ES2 has also established 
folks with 137 European uni- 
versities, which use the com- 
pany’s design software. “This 
gives os very good visibility 
within the academic popula- 
tion," Demange says. “A lot of 
university professors advise 
industry end their graduates 
go fa*** industry.” 

Koepf says ES2 also needs to 
become more international. 
Despite file company’s deter- 
minedly European character, 
Koepf says that "the semicon- 
ductor market is one of the 
most international markets 
there is. You can’t isolate your- 
self.” The remfumy haw Set UP 
a sister orgavUretfinn in the US 
called United Silicon Struc- 
tures (US2). Koepf says the 
next step is to set up & similar 
company in Japan. He admits, 
however, that this is unlikely 
to happen before 1992. 

Despite earlier fears that the 
large semiconductor manufac- 
turers would attempt to enter 
£82*8 Jim an 

analyst with Dataquest, says 
that “there’s nobody else after 
fh(g par ticular nlnhn. On tire 
other hand , ES2 may well be 
reaching p oi nt tn 

particular market in Europe. 
That’s why they need to 


Eastiake says the develop- 
ment ctf the programmable gate 
array represents a theat to 
ES2. Whereas conventional 
gate arrays are customised by 
having their last few layers 
etched on to them. users can 
buy pmg nrnmnahiH gate arrays 

Off the Shelf and pmgT ummift 

them themselves. “This will 
have an appeal to certain areas 
of ES2*s market,” Eastiake 
Bays. 


Environmental issues 


Shades of green across Europe 

David Thomas reports on a survey of managerial attitudes 


I f asked, most managers in 
Europe will tell yon that 
they are highly sensitive 
to the environmental 
pressures on business. They 
would have to be deaf and 
blind to tire upsurge in envi- 
ronmental consciousness to 
say anything different Indeed, 
many companies are now 
boosting their public relations 
budget to tell the world just 
how green they are. 

. But what does this mean in 
practice? How have companies 
adapted their procedures or 
operations to reflect theft 
green claims? 

A survey, published last 
week* of European managers* 
attitudes to environmental 

meat: Consultants suggests 
some answers to these ques- 
tions. The survey covered 
ch emical, heavy, engineering 
and c ommuter goods manufac- 
turers _ companies across a 
spread of European countries. 

Broadly, the survey found 
German, Dutch and Danish 
business to be in the van on 
environmental issues, while 
British, French and Belgian 
companies brought up the rear. 
Hie differences m natio n al per- 
spective were reflected in 
answers to the following ques- 
tions: 

• Managerial responsibility. 
AB the Dutch, four fifths of the 
Danish mid three quarters of 
the German companies had a 
board member specifically 
responsible fin e nv ir onmental 
management. By contrast, four 
fifth* of the Belgian and just 
over haw the ftritfah concerns 

did not. 


Business 

courses 

Management skills for 
te chnical personnel, Xondon. 
May 23. Fee: £290 + VAT. 
Enquiries to: Chris White, 
Monadnock International, 2 
The Chapel, Royal Victoria 
Patriotic, Fhzhugh Grove, Lon- 
don SW18 3SX. Teh 01-871 2546. 

fawitiai accounting for man- 
agers, Kent. May 9-LL Fee: £625 
+ VAT. Enquiries to: Robert 
Turner, programme director, 
Svndridge Park Management 
Centre, Plaistow Lane, Brain- 


Even among those British 
companies which designated a 
board memb er for the environ- 
ment, the great majority amal- 
gamated- this responsibility 
with man y others. Only one 
British company was found 
with a board member whose 
sole job was to oversee envi- 
ronmental issues. 

Below board level, the coun- 
tries reported a similar mix of 
pl a nt, health ami safety, and 
fAchwicaii managers as having 
environmental responsibility. 
Only in Britain, however, were 
fa sac found of public relations 
departments overseeing a role 
in envi ronmental management. 
• Product strategy. Almost 
three quarters of West German 
and 90 per cent of Danish com- 
panies said they had altered or 
planned to alter their products 
to meet consumer demands for 
environmental friendliness. 

Surprisingly, only a fifth of 
Dutch companies replied posi- 
tively to this question, 
although they were joined in 

their apparent indifference to 
consumer pressure by their 
counterparts in Belgium (60 
per emit said no) and the UK 
(52 per cent). 

Some British concerns were 

hwritant about martewting Hidr 

products under a green label, 
fearing a consumer backlash 
against a product which may 
be only partly green. 

No French company reported 
having a green product strat- 
egy, although Touche Ross 
experienced difficulties in find- 
ing businesses in France will- 
ing to comment on environ- 
mental matters. “The 
avoidance of accidents and 


ley, Kent TeL- 01-460 8585. 

Managing people: getting 
thing s dtmi» through and with 
people, Brussels. Fee: BFr 
95,000. Enquiries to: Sobeie Isa, 
Management Centre Europe, 15 
rue Caroly, B - 1040 Brussels, 
Tel: 32/2/516.19.11. Fax: 32/2/ 
513.7L0& 

Leading the top management 
team, Belgium. April 26-27. 
Fee: BFT 99,000. Enquiries to: 
Betsy Heris, Customer Service 
Relation Officer, Management 
Centre Europe, 15 rue Caroly, 
B - 1040 Brussels. Tel: 32121 
5t6.19.lL Fax32/2/513.71.08. 

Effective c omp ute- marketing. 


accidental emissions comes top 
of the corporate agenda, while 
the development of environ- 
ment-friendly processes or 
products has a low 
Touche Ross commented of the 
French position. 

• Suppliers. Over a third of 
German and four fifths of Dan- 
ish companies had set environ- 
mental standards for their sup- 
pliers. Almost two thirds of 
Belgian companies m the sur- 
vey a lw * examined their suppli- 
ers on environmental grounds, 
bat no British company was 
found which did likewise. 

Some of these variations 
might be explained by the dif- 
fering pressures on companies 
across Europe. Almost three 
quarters of Danish companies, 
for example, h 3f i been subject 
to shareholder pressure to 
nfomg p their products or pro- 
cesses. compared with 9 per 
cent of British companies. 

It would be misleading, how- 
ever, to draw oversimple mes- 
sages about national differ- 
ences between managers’ 
responses to environmental 
issues. Many replies were 
reported in the "survey which 
a gainst the broad catego- 
risation of countries into envi- 
ronmental sheep and goats. 
Companies throughout Europe 
are, in any case, likely to expe- 
rience increasingly similar 
environmental demands, not 
least under the pressure of 
European Community legisla- 
tion. 

* European Management Atti- 
tudes to En vir o nm ental Issues. 
Touche Ross Europe Services. 
27 Avenue des Arts, 1040 Brus- 
sels. BFr 600. 


London. April 4-5. Fee: £545 + 
VAT. Enquiries to: The Infoma- 
tics Resource Centre. 2 The 
Chapel. Royal Victoria Patri- 
otic Building, Fiizhugh Grove, 
London SW18 3SX. Tel: 0L871 
2546. Faxtfl-871 3866. 

Strategic management of the 
information resource: achiev- 
ing the Information technol- 
ogy pay-off. London. April 
23-26. Fee£L750. Enquiries to: 
Louise Ashfield, Registrar, 
Information Technology Pro- 
gramme, London Business 
School, Sussex Place. Regent’s 
Park, London NW1 4SA. Teh 
01-262 5050 Extn 243 or Maja- 
been shah, at Nolan, Norton. 
Tel: 01-583 197L 


CONTRACTS & TENDERS 



1. The Government ofTheRgpnhKc of Ghana baa received a loan 
from The Arab Bank for E c o nomi c Development in Afri ca 
(BADEA) in the United States Dollars towards the cost of 
rehabttl tatmg GUksten (West Africa) Ltd. (GWA) and it is 
I ntm d ed that part of th e p roceeds of Bris loan will be applied to 
eHgible payme nt s under the o anlra c t for die supply of forestry 

gpq malte Inly 

2. The National investment Bonk in conjunction with Ghksten 
(West Africa) Ltd, now invites seal e d bi d s far the supply of the 

wnAf B rf fcl nH nul uriila. 
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LEGAL NOTICES 


M THE MATTER of 
DREXEL BURNHAM LAMBERT 
FINANCE LIMITED 
and 

M THE MATTER Of 
7tm MSOLVENCV ACT 1988 


Node* t* twrafay fllvaa Sal La W and 
C.T.E. H*ymnl of PmI MwwteJc McUiCock. 1 
PmfcSa (Ml BtadUrtan. London EC4V 3PO 
•ora apO^nwd |oM HquIdMon ol M «bOM 
comp a ny on »id Much 1990. 

NOTICE IS ALSO HEREBY OVEN Act Bte 
cruStora at the above-named company, 
wtdcii la balng cduidartly wound up. am 
rapuited. on or bakx* th« 30Bi day ol March 
ISM. to aand In dmlr UD chriaMan and etc- 


1 

€kw (2) Unit Bulldozer 

2 

One (1) Unit Log Loads 

3 

One CD Unit Straddle Thick Carrier 

4 

One CO Unit Tractor 

5(A) 

Rve (5) Units Hdc-Up Vehide 

<B) 

Two CO Unite Statten Wagon Vdiide 

6 

Two (2) Units Double Cabin FldcrUp 
Vehlde • . 

7 

One CD Unit Mini-Bus Vehide 

8CA) 

OneCD Unit Haulage Titidc Short 

m 

Unite Ha^f^ Tracks Long 

9 

- - Six (£) Unit Logging Tradoxs - 
. (yvl&iocaTndlaB) . 

10 

Rxnteen 04) Units Logging Tmdc TkaOer 

11 

Spares and aocasorieB far Steam Generator 
andPlymUl 

12 

WaWrip Equipment and Tools - 

3. Intaated dj^KteMadars may qbtajn furte infermation 
fam and iaspertflraMddiDgdLiaiiiiealsM Bib Legal Dqartinmt 
of Biebfotlaud Investment Bank Room 205, Kwame Nfaitansh . 
Avenue FO Box 3726^ Aon Ghana. J ... r; ..\ 

4. AaxnpfetesetcfbitkfiiigtkxumetdsaBybepnidiaaedbyaiy 

tnlgrgdgrl nfigiMp hiriA»r pm rf * wrtHmi to 

Hie above and upon payment of zton-refandalde tee of two 
hundred United States Doners (USIKftOUJQCD ar te equivalent in a 
freely convertible currency. 

‘ 5- All lads must be acxnmpsnfedbybkl bond grBaakgaarantee 
in United States Dollars (USD) or Its equivalent iu-a-fredy- 
oonvardfalK currency of Tan Beraentom.fiOft) of file Ud amoont 
andmoatbedellvexedtodie Office; National Investment Bank; 
Aocra on or befara ttaewfay 17H» Apdl IWft by 0940 Ha Q AM 
Local Thue) 



PUBLIC NOTICES 


CANADIAN NORTH 


ATLANTIC FREIGHT 


CONFERENCE 


CANADA - UNITED 


KINGDOM FREIGHT 


CONFERENCE 


NOTICE TO SHIPPERS AND 


CONSIGNEES 


CURRENCY ADJUSTMENT 


The Mrmhcr Lines oT die above Confa- 
coces operating Krvtccs between lie 
Unrad Kingdom. Northern lietud and 
the Rcpabfec oT bdud and Cimrfmn 
Mantimc. St L a wre n c e Rim sad Great 
Lakes itt lo adnm Shippww end 
C o — pm that for the period 1st April 
1990 to 30th Jvae 1990 the following 
Currency Adjustment Factor win apply. 


Dated Ms 9Si day of March 1SB0. 


CCA MICRORENTALS LIMITED 


Section 2. 3, 

and 4 out 


Ocean Rates a 


Service L 2 and 3 


1-80 per cent 
s acherg a 
IA4 per cent 
surcharge 


140 p a a 
surcharge 



Mraw^nwtt . __ 

Trade cteasHcaBon: SB - 

Date of app oint—* of iout admWalndtm 

racdoww-Bitenary ISM 

Mama ol parson apfxMno Sis pat admiral. 

native raeatvam- Standard Ctwrtsrad Bank 

r Vf Cork JMiradote 

Joint Ad mlnah r a tira Raoa l aa ra 

(Otfes boater ora T88B and 2HH) of Cork 

arlly. 

ShoOoy Houaa. 

SNoMtnd. 

London ECZV 7DQ 

CCA COMPUTER GROUP PtC 


Daoertmion of onyi 


> not covered by the 


Mature ol burineee-- Holding cowpony. 

Trade rtrarBcadon: 36 

Date of app ointment ol Ion* wdmlniatrathre 

receiver*- 13 February 1890 

Ha ma .of person appoMtnu Ore |oM odminfw- 

irsdve rwcatvsra:- a Pto 

R W Cork j M kndafe 

Joint MnMoMivs Heralvsrs 
tamern bolder nra tSBS and 210 ^ of 
Corn Gully. O ha S ay Hooao, S Nobis Strset, 
London EC3V 7DQ- - 


RENTALS 


KENWOODS 
RENTAL 


WAUTY FUIWSHED 
PLATS ANB HOUSES 
Slmt mt Lang Lets 
S Sgfteg OL UMm WZLIA 
Tab CL4QZ 2271 Tslcxi2S2n 
fou (91)242 3750 



AB other rates, 
k Door/Door, 1 36 

Door/TerotiML per ceat 

ToradnyTcnaiaal nucherge 


Atlantic Container Lac BV 
Canada Maritime Limited 
Cut (1983) Untiled 
Hapaj^Uoyd AO 
Orient Owsraeu 
Co n ta bt nc Uao (UK) Limited 

Caandten Atlantic Freigfat 
Secretarial I jnilnt 
SmcUriB 

Stoner Horae 
KOmad 

Cmtcj 

WcatSua 
RH10 2BQ 

P n ^ s nil 


SCOTTISH 
FINANCIAL AND 
PROFESSIONAL 
SERVICES 

The Financial Times 
proposes to publish this 
survey on: 

Friday, March 23rd, 
1990 

For a foil editorial synopsis 
and advertisement de tails, 
please contact 

Kenneth Swan 
Tek 031 - 220 - 1199 
Fax: 031-220- 1578 

or write to him at: 

Financial Times 
37, Georgs Street 
Edinburgh 
EH2 2HN 
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Ionian desert Jbrt with thick, 
sloping, battered, walls pierced 
by giant openings. It was 
almost impossible to- tell 
whether the bones were 
waiting far the flesh or bad 
already been abandoned to the 
hgrufaPBM of the winter. ' 

The Harold Washington 
Library Centre, named after 
the city's first black mayor, 
will be . the largest public 
library in the US. It Is some 
five hundred thousand square 
feet of space and wfll cost in 
the region of $140m. The first 
pha se of the British Library at 
St Pancras in London, which 
win open in 1883, will be Just 
under 76,000 square feet The 
architects who won the recent 
competition are a Chicago 
firm, Hammond Beeby and 
Babka, be-, who are not partic- 
ularly well known here but 
have come mondnence as 
(me erf three architectural prac- 
tices chosen to work on. the 
redevelopmant of Paternoster 
Square, next to St Paul’s 
cathedral. 

Chicago is undoubtedly the 
great American architectural 
dly - there must be some- 
thing in the son or the air that 
has nurtured architects and 
•architecture since the city 
began. The "■»«« of its cre- 
ators sonnd like a li tany of 

hwHSarf hHMmc William -tan. 

ney, John Welbome Hoot, 
Louis Sulivan. Daniel Burn- 
ham, Frank Lloyd Wright and 
Mies van der Rohe. All the 
great names are there, and 
alongside them is an anony- 
mous but strung tradition of 
akilled and innovative con- 
struction. It is no coincidence 
that Chicago is home to the 
world's *aiiaat b uMing as well 
as the world’s largest firm of 
architects. 

It is not surprising then to 
discover that the recent archi- 
tectural competition estab- 
lished some Important new 
parame te rs. In some ways it 
was controversial: it fear ■ 
a team of architects, builders 
and devdoperB, that was pro- 


| . ' 




Tnas Beebyfs design for the Harold Washington Library 
e is plenty of 'evidence here fhht his firm will enhance 
redevElo^ment proposals next to St Paul’s 


pored to compete for the coat 
tract to and build .the 
library, which naturally tended 
to rule out any inexperienced 
practices and encouraged sev- 
eral shotgun marriages 
between smaller firms; and 
most interesting was the condi- 
tion that made the winning 
team responsible for any cost 
overruns in the. project How 
many bankruptcies would have 
resulted had that condition, 
been applied to any similar . 
public project in Britain.? 

..The Idea of the free .public 
library originated at the same 

Hfnp fn En gland anti 

ami flourished in England due 
to a major .stimulus from 
America in the formuf the Car- 
negie Trust Americans' seam 
less shy about stating their 
ideals. In 1747 the Redwood. 
Public library in Newport was- 
described as an. institution to 
which “the c urio us and impa- 
tient Enquirer and the the 
bewildered Ignorant might 


freely repair.’* In th ei r deserto- 

tinn rf ffw flMM w Whr ary tnw 

architects say that "it must 

v r pie m flw an pl r a tim w gf its 

fttfaww in a true 'and concrete 
mann er." 

. The Thomas Beeby design 
(he is the leader at the design 
team) expresses a mixture of 
aspirations. First of all the 
. main .library occupies one 
whole city block. in the South 
Loop area of the city, follow- 
ing the precepts of Daniel 
Burnham’s pV fin file city, 
this public building is dUSeren- . 
tiatpd from the "MM of 
commercial neighbours by the 
Mia of ha architectural detafl. 
The design adopted is a form of 
Beaux Arts clamti ria m with a 
strongly defined top and base 
to the building. From a tug- . 
gedly ' - rusticated granite 
ground floor rise smooth 
masonry . walls, which are 
pierced fry giant arched win- 
dows on .the main facades. 
Above these at the. ninth floor 


rises a vast glass pediment 
topped by elaborate metalwork 
decoration. Artists will be 
working with the architects on 
the decorative, aspects of the 
m-hamH and the roof IS 
imaginatively enliv ened by 
giant acroterfa: 

- The style was one of the 
least discussed aspects of the 
design when it was announced, 
as toe winner. This Is, I am 
sure, -because Beeby’s firm 
knows Chicago so well and its 
scheme has Just toe right qual- 
ifies of monnmentalily, famfl- 
iarity, tMiww awH dec o ration. 
It has : resonanc es of great 
19th-century libraries, both 
Boston’s Public Lilnaiy by 
iirWm, Mead ««rt White and 
ftp great Bihliothbo ue Salute 
Genevieve in Paris by Henri 
Labrouste. The architects are 
aware of these precedents but 
are also folly conscious of the 
feet that modem library prao- - 
ties does not always fit easily 
into fits oMm- style of . build- 


his desire to Spaces 
will live in the memory.’ 
public circulation areas «nrt 

provkSe distinguish^^ IS 
mal areas whne book storage 
and reading areas have their 
own distinctive consistent 
well serviced characters. 

Artists are to be involved in 
the iconographic programme 
for the new library in a variety 
of ways. There will be sculpted 
metalwork on toe exterior and 
mosaic floors indoors. Painted 

T ij ^y niln and fjr wmbihiQ plcfl play 
a forge part in the mafa public 
areas. Enrichment within a 
controlled architectural pro- 
gramme is toe ri ght «wii natu- 
ral approach. 

There is plenty of evidence 
in toe Chicago Public Library 
project that the inclusion of 
Thomas Beeby, alongside 
Terry Farrell and John Stmp- 
unn , win enhance tiw Pat** 1 **!^ 
ter proposals that are currently 
in preparation. Architecture is 
either good or bad and quality 
ham Bfrja to do with national- 
ity. It was unhelpful of Lord 
StJohn of Fawsley, who is cur- 
rently Chairman of the Royal 
Pine Art Commission, to speak 
at a dinner in London last 
week of Us distaste for Ameri- 
can architects working In Lon- 
don. Certainly there are some 
had schemes at work in toe 
nipihi — some of th»m are 
American many of flwip 
are British. Hi» Commission 
has little power to do much 
about it 

Tbs additio n of the civilised 
Skins at the Dean of toe Yale 
Unverstty School of architec- 
ture In toe shape of Thomas 
Beeby to the Paternoster team 
ahmi\ii ffw-taipTy be welcomed. 
I expect Lard SLJohn af Faws- 
ley would have objected to the 
influence of Italians and 
French men upon Wren, hut 
luckily for us Sir Christopher 
understood that architectural 
quality tlM to do with 

nationality. 

. GoUq Amery 


r Schnittke, Shostakovich London Sinfoniettd 

namuAAii um ■ •/ 


BARBICAN HALL 

The Barbican- Vigmore 
Schnittke series was brought 
to a dose by Iasi Thursday’s 
London Symphony Orchestra 
concert, conducted by MstisIavr 
Rostropovich. 

This riHw«h«l the enormous 
success of the whole enter- 
prise. The hall was packed, the 
atmosphere vibrant, fl» cheer- 
ing for Schnittke himself - 
present to take the applause 
for the performance of his 
Vida Concerto (1986> - of the 
standing-ovation variety. The 
process canted on over toe last 
decade and a hah, by which 
this composer has been trans- 
formed from a coterie-figure to 
one of wide popular appeal, 
seems to be complete. 

Among Schnittke’s largia- 
scale compositions it is, indeed. 

One Of mnat Imnwrifarfaly 

involving. A peculiarly Schnitt- 
keresque combination of ele- 
giac atmosphere (inherent in 
the viola’s own timbre) and 
dramatic urgency (no doubt 
encouraged by toe special vir- 
tuosity of toe work’s inspirar, 
Yury Bashmet) informs its 
spans; the music creates a 
“whole world” In which the lis- 
tener quickly learns to live, 
with complete trust in the ami- 
poser’s power and purpose. 

In an important sense the 
to iy|g{r> (m m at hud is the inter- 


val. of a mfanr ninth, quietly 
proposed by the viola and 
iirnnediately picked up by toe 
(rdestnZ cwoc the of 
•which thin provides charac- 
terising feature is both agonis- 
ingly dissident and darkly 
mournful, and it is those quali- 
ties that are tried, tested, and 
eventually stilled to peace, 
over tolling-bell sequences of a 
near-liturgical gravity. 

The cciomisttc range of the 
concerto fa at Its widest in toe 
scherzo, with its sequences of 
salon-music filtered (as it were) 
through gauzes of nostalgia 
and childlike fantasy: yet 
rmHkft some of Schnittke's ear- 
lier works, the larger frame of 
toe musical construction holds 
secure in every part 

Bashmefs performance, a. 
marvel of technical brilliance 
and acute sympathy, was sup- 
ported every inch of the way 
by conductor and orchestra. 

Later, they went on to give a 
no-holds-barred account (at 
times riskily so)of the young 
Shostakovich’s Third Sym- 
phony (“The Third of May”) - 
a fa sc i na tin g mixture of revo- 
lutionary patriotism (rather 
headache-inducing in *"<» cho- 
ral finale) and avant-garde 
experiment 


Max Loppert 
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QUEEN ELIZABETH HALL 

Friday's Sinfonlctta conceit • 
was tontalfafag; in toe strict 
sense of proposing a lot of 
Interesting things and leaving 
unsatisfied expectations. In - 
particular, one expected the 
Dominie Uiddovoef pramlbre 
which o nncln rtpri toe eveni ng 
— . after three laid? Intric a t e 
pieces that want extended 
acquaintance - to pack: a 
direct, popular punch, which it 
didn't qutta- 

. Latent Hearts fa a song eyrie 
("cm o ne leve l" v at l east) cm 
texts borrowed from the per- 
sonal-ads section of toe weekly 
Time Out, whidTIinda Bint 
delivered In uniformly tough 
American show-stria presum- 
ably as instructed, without 
a ttemp ti n g to suggest individ- 
ual characters. 

But “on another level”, as 
note-writers say. MuftLowreay’s 
score is a drastic recomposi- 
tion of same late 14th-century 
music, of recherchi metrical 
complexity; and to recreate 
that, he deploys two dfatinct 
ensembles, each with a conduc- 
tor (here Oliver Knussen and 
Richard Bernas) who keeps an 
ear cocked to hia own elec- 
tronic dick-track. ■ • . . 

A few stretches of mild 
rhythmic tension seemed ft 
meagre result for aQ that tec*- 


ARTS GUIDE 


MUSIC ‘ 

London - 

Moscow Co na ferv a taire O uluht 
conducted by Leonid NQralafav. 

■ Rotfbm and Italian opera: Mus- 
sorgsky. Stmaky-Kocsakov, Boro- 
din (Mon)- Bazttcan Ball (688 
8801). 

Royal FWIbanaonic Orchestra 
conducted by John Farrar. Ruth 
Waterman (violin). Marart, Bar- 
W, Mendelssohn, PachsOwt 
(Tut*). Barbican HaH (638 8831), 
T i wwlm Syndifmv Ordwtiii 
conducted by Mstislav Rostro- 
porich. Paul BtommdDsrias 


nology. Anyhow, so much of 
the;surfBce of lonely Starts - 
its mast prominent “level” . — 
Is affectionate pastiche of 
dated pop that any subtleties 
of expression at construction 
are winaomely conc ealed, if 
they emerge on further hear- 
ings, m happily eat my words. 

Knussen conducted the pre- 
ceding pieces with his usual 
acuity. In Robot Saxton’s 1985 
The Circles of Light a finely 
calculated score, he understood 
the musical foundations per- 
haps too wen, and took less 
care to charge key local events 
with the sharp dramatic force 
they deserved. By intention, 
this is visionary music; we 
ware made, mare aware of its 
sedulous cra ftmmsMn, 

. Though Benedict Mason’s 
Doable Concerto (a London 
weml&re) had a rtinirebte solo- 
ists in Michael Thompson’s 
horn and David Purser’s trom- 
bone, and cqrmfiy gave them 
space by stretching the accom- 
panying winds up to piccolo 
and down to tuba, toe effect 

was still sinfonta. concertante - 
the. solo voices often silent, 

. sometimes strenuously busy, 
but never strongly character- 
IswL 

Theouter movements, busily 
cleyer to toe point of opacity, 


TokyoBtrihg Quartet plays Bee- 
thoven, Haydn. Janacek. Palais 
das Beanx-Arts. (Tubs). 


were listened by rapid con- 
trasts and by sudden pop and - 
minimalist gestures; the “noc- 
turnal” music? inrthe middle, 
was a comedy of moos and 
moans. Academic Jokiness, in 
fact - the sort of tiring tint 
Robin Holloway brings off bet- 
ter: and yet M ason’s musi c ha s 
a distinctive cut that deserves 
to be set In better relief. 

The usual minatory pro- 
gramme-note. by. the co mpos er 
Brian Ferneyhongh was 
attached to La Chute dicare 
(“The Fall of Icarus”, after 
Breughel), a revere nt stif-dfag- 
nosis which only searching 
musical analysis could verify. 
In practical effect the piece 
depends upon its solo clarinet, 
here the brififantiy deer and 
agile Michael Collins: and 
despite Femey hough’s disa- 
vowal of “any pretensions to 
illustrative function", its 
high-flying virtuosity and its 
rapturous aerial trills not only 
dramatise the brief trajectory 
of the mythical hero, but sup- 
ply ready excitement wherever 
the musical logic is too arcane 
to make itself felt The perfor- 
mance was exciting: as for the 
music - weB, we shall have to 
delve respectfully. 

David Murray 


Haydn, Chopin, Liszt, Scarlatti, 
ftrtthmii, Sc riabin. Mn«lig T «ln 

Vtenna Concertino. Haydn. 
Reger, Ravel. Brahams. Mnalk- 
verein (Thur). 


Shostakovich. Uosart (Tt 

Barbican Hall (638 8801). 


Ida Levin (violin), Bruno Otar- 
anna (viola), Rocco Filippini 
(cello) and Nlccolo Parents 
(piano) playing feme arid 
Brahms (Moo). Teatro Aha Scala 
(80*1-26). 

(fl nr g imi stale Orchestra con- . 
ducted by vtaUnfat Liana Issak- 
adze playing Vivaldi. Ifcadeb- . 
sohn and Getaherfn (Wed) 
Cansovatorio G VecdL 

(76001756). 
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Vhuon Cola' zadtal (Mon). Salfa 
Gaveau (46632030). 

Scala’s PlrinanrmcMte Orcfaetira 
conducted by jCSario' Maria Gitt- 

(41203637 r 

foasonhfa Orchestral deFazfa 

sofaipta. MozarivBaydn, Schob- 
erfc, Beethoven esvea\ Atriito- 
rimn des Halles (40282S28X 
Dmitri Btoovettoy, Favri GUI. 
Ion. Janacafc S c howflhag , 
Strauss, Schubert (Wed), Sofia - 
Pleyel (46638873). 

Orritestre de Parie oonducted 
by Semyon Bychkov with too 
Paris Orchestra's choir con- 
ducted by Arthur Oldham. Stra- 
vinsky, Rachmaninov (Wed. 
TtmrX SaDe HeyeJ (C630796). 
Chamber Orcbrntrafidm Riga- 
conducted by Tovl lifschoetz, 
Lazar Berman (pfanp). Durante, 
VIvHldi, Bach. Dvorak, Stravin- 
sky CThur). AudUorism dee 
HaDes (40282828). 


George* Mtra conducting Eota. 
Faxara and Dvocak, with Franco 


Vienna cimm I iw Orchestra con- 
ducted by Philippe Eutrexntmt 
(also piano). Mozart programme 
rnies, Weif). Aratttorio Nadop- 
alde Mnsica ( 337 0Z 00). 

Joaqirin Ariincarro (pteoo). Cho- 
pin. Brahma, Sdmmami (Toss). 
Anditcrio Nkcfanal de Muslca 
(337 010©. 

St Paul Chamber Orchestra of 
New Yoadt conducted by Chrtato- 
pher Hogwood with John Kfanmn 
Parker (piano). Adams, Mozart. 

Stravinsky, Haydn. (TneeX Andt 
torio itockandda Mogfea (387 
01 00 ). 


Ture) Auditorium In via della 
ConnTfaiskme. (6641044). 

(Wed). Teatzo OUuq^co C3B3304). 

Vfonita 

Vienna la hoet to two muaieftsst- 

vals; Haydn Tag* and tha Vienna 
FesttvaL TlClCBtB and tnfanrmtinn 
from Musffiverein, Karfatplafr 
8, Vienna (65 81 9©. Also, Oestar- 
rej cMwute, wi th the aptehriit 

on contemporary Aust rian mnik 

bin foil swing. Tltoefa and 
information from WimierFte- 
twodmn. Lebazgazsa 11, 1060 
Vienna (586 1678). 

Scr Kreta E^edonezdal Theatre 

J$Lt by the young Soviet con*** ‘ 
poser, SargeJ Dreznln (Tue»-SaL) 

ivoPogwdichplanorecitaL 


St Paul Chamber Orefceftxa of 
New YoKk conducted by Cbristo- 
pher Hogwood, with John . 
Bmura^ Parker (piano). Adams, 
Mozart, Stravinsky, Hkvrfo 

(Wed). Palau de fa Masks Orta- 
laia (80169 43). - 
Alexander Sting Quartet, with 
JOan Enric Liana (darfnei). Mto- 
art, Beetoovra, Brahioa (ThursX 
Ccmservateri <fa Barqekma 
(30169400- 

Trevor Pinnock (baxpsitoerd). 
Bacfa programme (Wed). Fnnoa- 
ekm (Stfa de Peaskaee ■ 

( 317 67 57). 

Ma w York 

Manrizlo PoDhri pfano recitaL 
Schumann. Bag. Schoenberg. 
Stravinsky (UonX - 


The vehicle which made a star 
of Rudolph Valentino In 1921 
resurfaces in 1990 as a crisply 
executed ensemble piece chroa- 
iding the ravages of war on a 
family with feet in two conti- 
nents and loyalties to the two 
embattled nations, Germany 
and France. 

Vicente Blasco Ibanez’s 
novel of 1916 swee ps from the 
cattle ranches of Argentina to 
the ateliers of Bohemian Paris 
and the front lines of the first 
world war, dynasty-d est roying 
apocalypse of the title. 

It fa a story of ashes to ashes 
in three generations, of new 
money fuelling old grudges 
and old grudges shattering 
young banes. 

Peter Gnmger-Taylor’s adap- 
tation for the Citizens fa coolly 
aherolc, smartly filleting the 
storyline down to the cynical 
essentials which are relayed in 
Jon Pope’s slick production 
through the doubling and 
redoubling of seven actors dad 


throughout in black and white. 

The high collars and mantil- 
las of 19th century Argentina 
soften to the louche lines of 
Parisian couture as Marcel, 
fugitive from an early war, 
takes his family home man the 
rolling acres of his dead 
' father-in-law to his native 
France, while their cousins 
take up residence in German 
schloss society. 

While Marcel’s son, Julio, 
idles away his youth on the 
fringes of artistic society, bis 
cousins study to better them- 
selves. 

While he argues for an 
Increased allowance, they 
expound on the sanctity of the 
German state. Julio’s belated 
conversion to a fighting patriot 
fa played by the loose-limbed 
and volpine Eamona Walker 
without a drop of soldier-boy 

amflmonfailjfr , 

Even as Sandy Welch's excel- 
lent Marcel puffs up with 
paternal pride, his son’s body 


fa racked with bullet shots. 
The deaths of the German 
cousins are relayed baldly by 
letter. 

.A production thick with 
Irony is vivid in its evocation 
of the devastations of war, con- 
juring the panic erf a retreating 
populace from actors scurrying 
across a bare Stans accompan- 
ied by the crash of hammer on 
sheet metaL 

Where this reading foils 
short fa in its command of the 
central apocalyptic motif, 
which is relayed through a sin- 
gle, rather incongruous episode 
when the prediction of the four 
horsemen fa recalled in toe 
ghastly glare of up-lighting 
from an open suitcase. 

In such a coolly composed 
production one loses touch 
with the passion needed to 
transform this from a moment 
of contrived theatricality into a 
vision of doom. 

Claire Armitstead 



Stephen Rea »red WIbsb Pollack in Terry Eagleton’s Saint Oscar at Hampstead 


Saint Oscar 


HAMPSTEAD THIATRE 

A visit by the Irish Held Day 
Theatre Company to the Hamp- 
stead Theatre fa usually the 
signal for a lively, controver- 
sial evening. This production 
of Saint Oscar - which was 
reviewed here by Clara Armfo- 
tead when it was done in Bel- 
fast — proves to be no excep- 
tion. Started ID years ago by 
Brian Frfel and Stephen Sea. 
tim Company takes, it claims, 
“the whole of Ireland for Its 
provenance”. 

But how does Oscar Wilde, 
Impersonated by Rea in a 
drawling Englis h county v oice, 
and a variety of garb from pur- 
ple velv et suit to prison uni- 
form, come Into that prove- 
nance? 

In spite cf hfa Irish parent 
age, and hfa early training 
nniwr Mnhaffy at Trinity Col- 
lege Dublin, Wilde was not 
very interested in Ireland or at 
aR Irish-conscious. The Impor- 
tance, remember, opens in The 
Albany, WL and moves to a 
Manor House in rural England. 
It was on those social targets 
that Wilde’s adult eyes were 
fixed when they were not gaz- 
ing at Bosie or appraising star 
ble-lads. 

But this fa to reckon without 
the itigpn u itv of Terry Eajde- 
ton who fa determined to put 
Wilde back into an Irish con- 
text, to see his dow nfall as part 
of a much wider victimisation 


of the Irish at this period by 
the En glish- Eagleton, a liter- 
ary cr iti c by profession, based 


in Oxford, is admit at decon- 
struction, and in tnte entertain- 
ing play WQde fa thoroughly 
• deconstructed, the process 
being marked by a series of 
onstage costume changes. 

We begin in Tite Street, 
Chelsea. In the period just 
before the trial In a drawing- 
room that seems to have been 
designed not by Whistler but 
by Chirico (In fact by Bob 
Crowley). 

It fa dominated by a hu ge 
white pfastarcast of St Sebas- 
tian, bristling with arrows, and 
a high step-ladder. Wilde 
sprawls over the furniture 
explaining that he is the only 
character in the play, uttering 
a succession of instant epi- 
grams that have all the excite- 
ment of indoor fire works. 

Summoned by a little sflvar 
h en , the butler brings tee on a 
tray and the first visitor fa 
Lady Wilde (Eileen Pollock), 
the preposterous poetess come 
to chide her tardy son. 

Her fears for the outcome of 
the trial are echoed by Richard 
Wallace (Seamus Moran), a 
character unknown to Wilde’s 
biographer Richard KUmann. 
who seems to have been 
invented by Eagleton, to give 
the political dimension lacking 
in the sources. This early 


English socialist fnlfiTfa the 
role of the loyal friend played 
historically by Robbie Boas. 

Their fears are all to soon 
confirmed by the trial, the 
highspot of Trevor Griffiths's 
production, where the Judge 
(Jim Queally) sits aloft the 
step-ladder draped by hfa red 
robes while Carson (Brendan 
Gleeson) and WOde confront 
each other across the stage. 
The stable-boys form a vocal 
group and give their evidence 
as a song, one of several musi- 
cal numbers that enliven the 
evening. Gleesan’s Irish brogue 
makes toe telling point that 
here we have one Irishman 
versus another when they 
ought to have been on the 
same side. 

Reading Gaol where Wilde fa 
visited by Bosie (Peter Hanly, 
immaculately narefrwigtic) a n d 
the spectacle of the lonely 
expatriate ra dg m g an absinthe 
at the Cafe des B e a ux Arts con- 
clude the evening on an appro- 
priately sombre note. It had its 
measure of laughs «nd rams 
home the perennial question of 
Anglo-Irish relations. And that 
being so, to complain that the 
historical Oscar Wilde was a 
much more enter taining and 
compelling figure than this 
cardboard character, is no 
doubt beside the point 


Anthony Curtis 


March 9-15 The Roches 


Philadelphia Orchestra ctm- 
dneted by Erich Letowdorf with 
the Goamari String Quartet. 
Haydn. Davidovsky, Stravinsky, 
Havel (Tub). 

Boston Symphony Orchestra 

conducted by Sejfi Ozawa with 
Anne-Sophie Mutter (violin). Bar- 
tok, Beethoven (Wed, Thtxr). Car- 
negie Hafi. (347 7800). 

New YoAPMlh— MB fa con- 
ducted by Klaus Tennstedt Sme- 
tana. Dvorak, Janncnk (Thur). 
(8746770). 

Washington 

National Symphony Orchestra 
conducted by Lynn Harrefi. Ives, 
Bach (Toe); conducted by Frans 
WtfserMotf with Frank Peter 
ammensann (violin). Beethoven 
programme (limr). Kennedy 
Center Concert Hall (487 4800). 

Chicago 

CMcaro Symphony. Daniel Bar- 
enboim conducting with the Chi- 
cago Symphony Chorus. Proko- 
. flev, Takeanitsn (world prauttra), 
Ram (Toe): Denisov, Beethoven 
(Thar). Orchestra Hall (£S 6660. 

Tokyo 

Tokyo Symphony Orchestra, 

conducted by Sn Hon Je. Music 
by the Korean composer, Yun 
laang. Suntory wall (Wed) (498 
5890). Bruno-Leonardo GeJber 
(piano). Beethoven programme. 
BuMifamma, Orchard Hall (Thur) 
(3999999). 

japan phUharmcrdc Orchestra, 
conducts by Ervin Lnkara, with 
Tsuyoshi Tautsuml (cello). 
Rr nhiwB , Kahalevsky. S c h umann . 
Snutory Hall (Thur) (234 59JJ). 


Try to locate The Roches in 
your friendly neighbourhood 
record store, and you might be 
directed to the folk section or 
then again to rock; more likely 
you’ll be told nothing fa avail- 
able, though their latest 
album. Speak, their first in 
four years, seems to be making 
some headway. 

But they have been doing 
much what they are doing now 
for more than a decade, ever 
idneft SUZZlft H H her older 
sisters Maggie and Terre to 
turn their act into a New York 
{dub cult. Robert Fripp pro- 
duced a couple of albums in 
the early 80s, matching their 
musical floWrirism with some 
wishful washy instrumental 
sounds, but than silence, ants 
Speak showed that sons the 
Rippery the band could still 
cut the ground from under- 
.neath every rock cliche and 
stand thfim on their heads. 

And as their splendid show 
at the Dominion on Friday 
demonstrated, though some of 
the new breed of female singer 
writer s might share their ouz- 
zical unstarry view of life’s 
misfortunes The Roches did it 
all first. 

In their songs, which they 
underpin tellin gly with guitars, 
keyboard and drum tracks (no 
room for gupe nunneries on 
this tour) a host of mimical 
worlds collide — folk hallarta 
and straight rock, Broadway 
show songs and a close-har- 
mony style that might have its 


roots in the Andrew Sisters but 
has the spectre of Phil Specter 

over it too. 

That sound - intricate, con- 
stantly varied, sometimes 
sickly sweet but always 
immaculately tuned - is 
extraordinarily seductive, so 
that the punch in their lyrics 
comes clothed in velvet. Tfs 
Just a job that fell through,” 
sings a woman to her partner 
in the first verse of “Losing 
our Job”, “Don’t worry darling 
it’ll he alright"; then the sec- 
ond switches: *T don’t believe a 
thing I’m saylng./it doesn’t 
seem like truth to me/Our love 
is still clioging/To the way ft 
used to be.” 

Yet the show Is anything but 
mournful. No one who can 
write a song called "The Anti- 
Sex Batdtlash of the 80s" «n> 
take themselves too seriously, 
and a lot fa very funny fa a 
New York, Woody Allenisb 
way. Many of the songs came 
from the new album, but there 
woe backward glances too - 
fiie final encore was "Leaving 
You” which could epitomise 
the Roche approach - harmo- 
nies dense-packed, lyrics suffo- 
catingly intense. And there 
was room for their special ver- 
sion of toe HaHefaJah Chorus, 
a capeHa musically faithful, yef 
perfectly integrated into the 
whole. There really Is no one 
quite lik» them. 

Andrew Clements 


> 
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End of the 
beginning 

AFTER FIVE YEARS the process of reform in the Soviet 
Union has reached the end of the beginning. This is the 
winin lesson of our special survey of the Soviet Union, 
published today. Should, or can, the West do anything to 
help the Soviet Union through the next decisive stage? 

The changes in the Soviet Union are the greatest politi- 
cal event of the end of the second millennium. With 
feather change inevitable, the only question is its direc- 
tion: will the Soviet Union soon enjoy multi-party democ- 
racy miri er an- executive President and be on the way to a 
market economy? Will the Party apparatus, in consort 
with disgruntled soldiers and redundant secret policemen, 
be struggling to return the country to the ideological 
deep-freeze? Or will there simply be chaos? 

Balked by the conservatism of the higher echelons and 
the venality and sloth of the lower, Mr Gorbachev needed 
a weapon strong enough to break the heirs of I<enin. In 
glasnost and democracy he appears to have found that 
weapon. But defeating the Party is not enough. Mr Gorba- 
chev has to find the authority and power to replace it. The 
new executive presidency is a part of the solution, hut it 
will still depend on the Party. 

The people are the second reef on which all may be 
wrecked. Ethnic conflicts are boiling up among some 100 
peoples intermingled in 15 republics; the Union is frag- 
menting; meanwhile, in the Russian heartland intense 
suspicion of the communist bosses is balanced by equally 
intense suspicion of moves to a market economy. The 
Revolution was made in the name of a proletariat that did 
not then exist, whereupon all society was imbued with 
proletarian values. No wonder populist eg alitarianism is a 
potentially decisive obstacle to change, which has grown 
bigger both with democracy and with economic failure. 

Inflationary pressures 

The economy Is now in a limbo between the Stalinist 
stick and the market carrot. An unwise programme of 
“acceleration” in the early years of perestroika, the anti- 
alcohol campaign and the fall in the price of oil in 1986 
greatly increased the Soviet budget deficit Labour unrest 
and an ill-oonceived move to independence for state enter- 
prises have further exacerbated inflationary pressures. 

Little wonder that the thriving activities of today are 
queuing and the black market The patience of the people 
is remarkable, but not eternal. President Gorbachev’s 
riiiamma is that the measures that give hope of improve- 
ment may first create a popular explosion. 

None the less, the risks of economic reform will have to 
be taken, if carefully. First of all, the macroeconomic 
crisis must be resolved, with elimina tion of the budget 
deficit control over the provision of credit to enterprises 
and liquidation of the monetary overhang (through either 
an expropriatory monetary reform or the substitution of 
assets with a credible real value for liquid savings 
accounts). An administrative price reform must also be 
imposed, to be cushioned by rationing in the interests of 
vulnerable groups. 

The peasants must be freed at last. They need secure 
title to their land and provision of inputs and services 
through a competitive market rather than local official- 
dom. The naive faith that investment will solve the Soviet 
Union’s agricultural problem must be abandoned before 
there are as many broken tractors as kilograms of grain. 

The industrial branch ministries should be abolished. 
Enterprises cannot be given complete freedom in Soviet 
circumstances, but they can be guided by taxation, by 
levies on capital, by interest on borrowing and by price 
controls, wherever they are monopolists. Pluralism in 
property ownership must also be introduced. 

Finally, when there has been price reform, monetary 
stabilisation and economic decentralisation, the Soviet 
Union can start to move towards currency convertibility. 

Instead of carefully constructed and radical reform 
there is to be yet another crash programme - this time to 
stabilise the consumer market in 1990. Gosplan, the cen- 
tral organ for state planning, rides forth once more. But 
set against the scale of the monetary overhang and the 
persistent budget deficit (a hoped-for fall to 6 per cent of 
gross national product in 1990 from 11 per emit in 1989) the 
current programme is at best a part of the solution. 

Meanwhile, the radical ideas for market-oriented reform 
that were put forward by Deputy Prime Minister Leonid 
Abalkin last November are on hold. At this juncture, 
when President Gorbachev is assuming independent pow- 
ers and the populace is losing patience, decisive action 
must at last be taken. 

Such radical economic reform will challenge the Soviet 
people’s sense of its own history and achievements, but 
there is no alternative. The old system cannot give people 
what they want, even if they do not yet understand this. 
In the face of widespread conservatism President Gorba- 
chev must take the sorts of risks that he has in foreign 
affairs and domestic politics. 

Western assistance 

Can the West do anything to help? A case can certainly 
be made for huge official western assistance. After all, 
defence against the Soviet Union costs some $300bn a 
year. If peaceful reform in that country could eliminate 
two-thirds of that sum in perpetuity, the present value of 
the annual stream of savings would be $4 trillion ( millio n 
million), little less than the GNP of the US or the EC. 

The most effective form of official assistance would be 
mutual disarmament, because it benefits both sides. West- 
ern analysts believe the Soviet Union spends 13 per cent of 
its GNP on defence (in domestic prices). The peace divi- 
dend for the Soviet Union could be correspondingly huge. 
Moreover, as the Soviet Union disarms, Cocom controls cm 
exports of technology should be eliminated. 

The western private sector has an important role too, 
though commercial lending is unlikely to be the main 
actor. Soviet gross debt, at $45bn in the beginning of 1988, 
remains modest in relation to the size of the economy. But 
it cannot be prudently increased by enough to make a real 
difference, at least before there has been substantial eco- 
nomic reform. More valuable could be management train- 
ing, technical assistance and direct investment, not only 
for their immediate impact, bat because they will further 
increase the pressure for economic perestroika. 

Until economic and political reform have gone far fur- 
ther, substantial official assistance would be unwise. In 
the absence of radical economic reform, the funds would 
be wasted. When President Gorbachev is already being 
accused of selling out to capitalism, the offer of assistance 
must not give credibility to the charge. In any case, a 
Soviet Union dominated by a largely rmrefonned Commu- 
nist Party is no fit object for Western largesse. 

In this, the greatest issue of our time, the West remains 
on the sidelines. Even the natural urge to disarm must be 
balanced by an awareness of the fragility of Soviet poli- 
tics. To convert this historically isolated, overcentralised 
and ramshackle empire into a democracy, with market 
economy to match, is an unprecedented undertaking. It 
cannot be achieved without risk; it may not be achieved 
without chaos. President Gorbachev will need courage and 
luck, but the governments of the West can offer little 
more than moral support. 


David Buchan and John Wyles report on the EC immigration debate 


U ntil now, "Fortress Europe" 
has been seal as a danger 
mostly to the European 
Community's commercial 
and polities. However, the 

pressures building up on Its borders 
by people anxious to join the 8m 
non-EC citizens already inside, are 
new breeding mure of a Fortress men- 
tality among member governments 
* ]w»n aTwriaflpg about the economics of 
opening the EC’s internal market, 

As western and eastern Europe 
open more doors to each other, 
countries are moving inexorably 
towards selective controls which risk 
being seen in the Third World as 
strengthening an existing Mas against 
their emigrants. At the same time, 
non-EC citizens already living in the 
C ommunit y are now seriously con- 
cerned about the impact of the popu- 
lation flood from East into West Ger- 
many. 

There is evidence, anecdotal as yet, 
that East Germans are beginning to 
displace some of West Germany's 
Turkish and Yugoslav Immigrant 
workers, who are being pushed west 
into the Netherlands and France. 

They will not be welcome. Even 
President Mitterrand feels under pres- 
sure from racial incidents in France's 
schools, factories and ghettoes, a pres- 
sure heig ht ened by the political capi- 
tal the extreme Bight Is making from 
the issue. He has conceded that the 
number of immigrant in France - 
2.1m legal immigrants, most of them 
from North Africa - is pushing up 
towards what be called a seui l d 'intol- 
erance (threshold of intolerance). 

More serious, however, are the ten- 
sions budding up in southern Europe, 
which for the first time for decades is 
taking in more people than It sends 
out. The ig gre * is rising in im p or tance 
is Spain, but Italy is feeling much the 
most exposed. Its inability to police 
properly its 2,000km of coast line 
against a s u rge in rianHwHim immi- 
gration from nearby North Africa 
means that it is now playing host to 
at least l-3m non-EC immigrants, 
more t han hal f of wham are illegal. 

The growing pressure ot numbers 
hue become an uncomfortable chal- 
lenge to Italy’s self-image as a racially 
tolerant country. Florence has only 
very recently been the scene of 
attacks on North Africans by gangs of 
youths, but it was the minder last 
summer of an African firffl worker 
after an- accumulation of lesser inci- 
dents which, *niad to pressure from 
its European partners, finally 
prompted the Rome Government to 
begin bunding the framework of a 
more rigid immigration policy. 

On top of all this is the realisation 
by EC governments that, if they fulfil 
their aim of removing all internal bor- 
der checks by the end of 1992, they 
must came to an agreement an which 
outriders they let in through the Com- 
munity’s external frontier. For, after 
1992. anyone entering the Community 
at, say, the boot of Daly would be able 
to travel to Paris, Copenhagen, Lon- 
don without hindrance. 

Italy has done more than any other 
member state to propel the immigra- 
tion issue to the top of the EC agenda. 
As so often in the past. Some Is seek- 
ing a Community cover for a policy - 
which risks souring relationships 
Italy has carefully bunt over the last 
decade with North African countries. 

Legislation recently passed by the 
Italian Parliament seeks to guarantee 
social and welfare rights for non-EC 
immigrants and to regulate future 
immigration largely according to the 
needs of the domestic labour market 
At this stage, the Government has not 
committed itself to introducing entry 
visas for arrivals from some of the 
88odd countries whose nationals are 
currently allowed a 90-day unregu- 
lated sojourn. Privately, officials 
believe that without this requirement 
the new approach will be thoroughly 
unconvincing, given the growing effi- 



The intolerance 
threshold nears 


risney of Italy's “labour importers. 1 * 

The masterminds are frequently 
Sicilian or Neapolitan mafias, which 
sandy would-be illegal entrants from 
North Africa with an “immigration 
park” sufficient to pass through ports 
and airports: a return ticket to their 
country of origin together with evi- 
dence of a hotel reservation and some 
pocket money to sustain the fiction 
that they are tourists planning to stay 
no longer than 90 days. Many other 
illegals are landed at night on des- 
erted beaches to join the exploited 
army of landworkers picking toma- 
toes around Naples, or the Stent an 
fishing fleet which could scarcely 
nmnage without its immigrant crews. 

Hitherto, the “race card” has only 
been played in Italy by regional politi- 
cal parties, such as the Lega Lom- 
bards, against immigrants from the 
south of Italy. Now there are signs 
that the Legs and other extremist 
groups are trying to mobilise against 
the growing, viable presence of col- 
oured immigrants and, above an, the 
Jack of public housing to accommo- 
date them.- Milan Oty Council’s plan 
to build a city of tents to provide 
temporary shelter for immigrants has 
sparked fierce street protests from 
focal residents, and incendiary leaf- 
lets from tile Lega inveighing against 
the construction of “the Casbah car the 
Bronx in our neighbourhoods.” 

At the particular insistence of Mr 
Gianni De MIcbelis, the Italian For- 
eign Minister, last December's Stras- 
bourg summit called for a review of 
national policies an immigration and 
a broad debate an future policy later 
this year when the presidency’ of the 
EC falls into Italian hands. Rome is 
also planning a ministerial level EC 
conference on immigration problems. 
This is designed, amon g other thing s, 


unab le the Government to ggplafa to 
domestic critics on the left, and to 
offended foreign governments, that its 
more restrictive approach cm immi- 
gration is a matter or Community pol- 
icy. 

- In the run-up to to these discus- 
sions, the Brussels review is now 
being masterminded by Ms Vasso 
Papandreou, the EC social affairs 
commissioner. At the same time, her 
Spanish colleague, Mr Abel Matutee, 
the commissioner responsible for rela- 
tions with developing countries, Iim 
launched a drive for a new Commu- 
nity Mediterranean policy - aimed 
partly at showing that eastern Europe 
has not eclipsed traditional EC ties 

Money on a massive 
scale might help. But EC 
governments are not 
going to dig deeply into 
their own pockets 

with the rest of the world, but also at: 
giving those around the Mediterra- 
nean’s southern and eastern shores 
more incentives to stay at home. 

Community involvement in the 
highly sensitive area of immigration 
stems from the Single European Act’s 
commitment to internal fron- 

tier checks. In 1986 when the act was 
negotiated, the Commission asked 
member states to notify it formally of 
any new steps they were taking In 
immig ration policy. 

Some member states challenged 
this Commission request in the Euro- 
pean court, bat gradually, albeit 
reluctantly, the Twelve have come to 
see the need to fit their immigration 


policies into a coherent Community 
strategy, for one very good reason. In 
a free travel zone, like that which the 

OnTTHnnnity ’ Ahns to achieve for its 

own citizens post-1992, each state’s 
defence against undesirable or illegal 
tawmigratinn fend and drugs) 

win only be as good the controls oper- 
ated by the other 31. 

So the Twelve have been striving 
for common agreement on who should 
be let into the Community - or 
rather, because it is somewhat easier, 
on who should not be let freely into 
the £21 They are at present negotia- 
ting a so-called negative list of coun- 
tries (expected to include, among oth- 
ers, Morocco, Algeria and Tunisia) 
whose citizens wifi be required to get 
visas before travelling to the Commu- 
nity. The task is hard, because France 
requires entry visas of many national- 
ities, while the countries of Europe's 
soft southern underbelly, together 
with Denmark and to some extent 
Britain, require very few. 

The so-called Schengen group of 
West Germany, France and Benelux 
countries have tried to lead the way 
-by rarwHUiig' a ’.common travel zone of 
their own. The degree of mutual trust 
required to create such a zone is 
shown not only by the fact that even 
these relatively homogenous five 
countries have so far failed, despite 
five years of effort; but also by their 
treatment of Italy. The latter banged 
cm the door of the Schengen dub. but 
waa refused admittance by the Five 
until. Rome had significantly tight- 
ened its border controls. 

Officials In Brussels and many 
national capitals argue that a com- 
mon policy on visas will only, ever be 
achieved if it is separate from other 
; of immigration policy, such as 
<rf residence and work. 


It is, however, just th^ distoictira 
that- fe beginning to be blurred. The 
with ta 

1st majority, is urging that nonEC 
have the sane right to 

travel the Twelve in 
do EC nationals. At • Ej 

instance, a Moroccan who legally 
resides and works in rraaee “ 
automatic right to do 
West Germany. But 11 JEJSS^SeC 
are denied the same tn 

nationals, they may be condemned to 

remain in the pockets of high SEfiK 
ment, poor housing, ^different 
sqfrnnl$ in which many are presently 
stuck. 

Europe’s traditional immigrants 
can expect more competition from 
better educated east Europeans, even 
if the latter’s flow into West Germany 

slows down. „ _ _ 

What can be done? Money on a 
massive scale might help- But E C®m 
erwnents are not going to dig deeply 
into their own pockets, and the lim- 
ited resources of the EC S ocial Fund 
are wholly taken up in trying to 
reduce long-term and youth unem- 
ployment without distinction as to 
nationality. 

Repatriation schemes by EC gov- 
ernments have been a failure; immi- 
grants simply take the money, leave 
and return. Mr Joseph Kiticki- 
Kouamba, president of the Federation 
of African Workers in France, sug- 
gests that one solution might be for 
the EC to help train immigrants for 
worthwhile professional jobs back in 
their countries of origin. He cites the 
modest success of the Intergovern- 
mental Committee for Migrants in 
Geneva which has been training 
immigrants in Europe to return to 
Somalia, Zimbabwe and Kenya. 

More promising is a plan put for- 
ward by Mr Matutes. He makes a good 
case for some Community action. The 
population (currently 200m) of the 14 £ 
non-EC countries bordering the Medi- 
terranean is increasing by 5m a year, 
precisely the total number of their 
citizens within the Community. In 
most cases, double-digit growth rates 
will be needed just to mai ntain 
domestic employment rates at current 
levels. 

Obviously, these countries would 
like the EC to be a safety valve for 
their surplus labour as well as a 
source of growing remittances (SSbn a 
year at present from their nationals in 
the EC). “We cannot allow the old 
East-West tensions to be replaced by 
North-South tensions " says the Com- 
missioner. 

To help anchor the population of 
these countries at home, Mr Matutes 
suggests a multi-pronged strategy: 
promoting joint ventures and private 
enterp ri se, and giving the countries 
more market access for their products 
and more technical help to foster bet- 
ter domestic commercial opportuni- 
ties. 

Mr Matutes has full Italian backing 
for bis plan, but Rome knows that it 
cannot wait for an economic transfor- 
mation to the south to solve its grow- 
ing immigration problem. Its step-by- 
step solution has begun with a four- 
month legal amnesty to encourage all 
of the estimated 700,000-900,000 illegal 
immigrants in the country at the mid 
of 1988 to declare themselves. 

Mr Claudio Martelli, the Socialist 
deputy prime minister who is steering 
the policy, is also visiting Tunisia, 
Morocco and Algeria to encourage 
those governments to institute 
stricter controls on travellers. 

This approach is already a source of 
some conflict within the governing 
five-party coalition, with the small 
Republican Party condemning the 
failure so far to impose entry visas. 
These may now be inevitable, but not 
before, it seems, the rest of the Com- 
munity is seen to require Italy to 
shelve libertarian principles in the 
cause of the smoother functioning of 
the internal market 


Not the man 
for ducks 

■ It is going to be a bad Budget 
for the ducks, that is offi- 
cial. John Major, the Chancel- 
lor, is breaking with tradition 
and abandoning the official 
Budget morning stroll in St 
James's Park to feed them. 
Instead, press photographers 
will tie invited to snap him 
in Number 11 Downing Street 
as he presents British Em p ire 
Medals to two long serving 
members of the Chancello r's 
Department 

By contrast, both Nigel Law- 
son and Sir Geoffrey Howe 
were enthusiastic promenadera 
in St James’s Park, using the 
occasion to take the family 
dogs fora walk. 

Major has no dog. Moreover, 
the out of doors photocall has 
become increasing l y hazardous 
in recent years. On one occa- 
sion, the lensmen were infil- 
trated by an intrepid reporter 
who tried to elicit Budget 
secrete from the Chancellor. 
Last year, Lawson was 
harangued by an anti-smoking 
campaigner. 

None the less. Major does 
seem to take his duties a little 
seriously. Were it not for a pic- 
ture of him in The Times last 
week wielding a cricket bat 
at the Oval, one might be con- 
cerned that it is all work and 
no play. 

This year there win be none 
of the usual photos of the 
Chancellor in the garden with 
his family on the weekend 
before the Budget Major has 
chosen to be pictured opening 
a high-tech factory in his con- 
stituency of Huntingdon where 
he has a majority of over 
27,000. Obviously he thinks 
it needs wooing. 


Gardini’s boat 

■ Raul Gardini invited around 
L2Q0 guests to Venice at the 
weekend for the launch of his 
America’s Cup challenger, n 
Moro cli Venezia. Franco Zeffi- 
relli took pictures. 

This is only the first of his 


Observer 


four challenges. Tbe vessels 
are being built in Mestre, 
across the lagoon from Venice, 
by one of the subsidiaries of 
Gardini’s Montedison chemi- 
cals group. Montedison isjiro- 
vkttng a budget of glOm a year 
for tbe four boats, although 
the race not due to start until 
1992 at the earliest. 

Gardini clearly takes it seri- 
ously: little point In reminding 
him that a previous challenger 
was Alan Bond. 


Pinochet 

■ General Pinochet of Chile 
is a hard figure to judge. He 
was undoubtedly a dictator, 
yet he also restored order and, 
however reluctantly, has now 
given way to civilian rule. 

The General has vacated 
the Presidential Palace in Sant- 
iago, but has not completely 
left the scene. Pinochet baa 
insisted on remaining Com- 
mander-in-chief of the Array 
and ha» commandeered a 

building just across the street 
from the Palace to install his 
new army headquarters. From 
there, he will be able literally 
to look down an every step 
taken by the country's new 
President, Patricio Aylwin. 

Pinochet has taken a coterie 
of advisers with him to moni- 
tor the new Government’s 
progress, and tt Is possible that 
the now 74-year-old General 
has merely beaten a tactical 
retreat In theory, he could 
try to stage a come-back in 
1991 and stand for President 
Not long ago, he likened his 
destiny to that of candnnatus, 
tbe retired Raman Consol who 
was called back by his people 
to be Dictator in time a? need. 

Probably not nevertheless, 
the General is keeping his pres- 
idential sash as a souvenir. 


Granny’s game 

■ A round Rubik’s cube has 

been invented in the Soviet 



"The PHTs ditched the poll 
tax, joined the BUM and 
apologised to Nigel Lawson, 
bat it’s just a rumour. 

Union with protuberance* 
called bureaucrats stud; onto . _ 
the pieces which get in the 
way and prevent the globe 
befog rearranged into pretty : 
patterns. 

To play the tennis-ball-sized 
toy, you move green, blue and 
white pieces around the equa- 
tor and up and down the - 
meridians to create bonds of 
colour - green in tbe middle, . 
blue and white at tbe poles. 

Six of the pieces, however, 
have excrescences on them, 
happOy coloured red, which - 
may jam, thnsprevanting other 
pieces from moving- 
The point of the game Is to 
think up wayB of rircamvent- 
tng the bureaucrats. - 
The toy was devised bF a 


legist from a metallurgical 
plant in Nizhny Tapi, an 
industrial city in the Urals. 
The inventor’s name is Mr 
Bah uRhlrin, wtrirfi mams “Mr 
Granny”. BGs invention has 
been approved by the Toy 
Council of the Ministry of Edu- 
cation and Babushkin says 
that he is now looking for a 
manufacturer and a catchier 


name for the cube. It Is cur- 
rentiy called The Bureaucrat 
in thu Apparat. . 


Ridley’s way 

■ tt is, I suppose, quite likely ' 
that Nicholas Ridley, tbe Secre- 
tary of state far Trade and 
Industry, will leave the Cabi- 
net m tbe summer reshuffle 
made inevitable by the forth- 
coming departure of Peter 
Walker. tbe Welsh Secretary. 
But he deserves a word in his 
defence. 

There was not a lot that he 
could have done about Bar- 
rods. One has no sympathy 
with the people who want the 
Fayed brothers deported: some 
of them, left and right, would 
call tOT-the deportatian of - 
almost any questionable for- 
eigner- There is little point 
in taking a case to court if It 
is likely, to lose, and there is 
no case at all for resorting to 
what could amount to rdnuo- 
tive legislation. 

AsTtidley implied in his 
statement last Wednesday, it ' 
might be different in future: 
“We have mnee tdken steps 
in the Companies Act 1989 to 
make tt a specific criminal 


or recklessly to mislead the 
competition authorilies. n 1 

Rmtey has been spectacu- 
larly and intelligently right 
before. When he was a junior 
minister in the Foreign Office, 
he concluded that there should 
be a peaceful settlement of tbe 
FsHdands dispute by means 
of leaseback. Britain would 
cede sovereignty, but continue 
to administer the territory. 

He was howled down In the 
House of Commons by the. 
combfoedforces of left and 


Ridley way might have 
beena rather better solution 
for all concerned than the 
Falklands War. 


No connection 

■ Card in a Fulham shop win*, 
dow: “For sale. Electric guitar 
and amplifier, and 12-bore shot 
gun. Both only once." 


The ideal 
thriving area 
for relocation 
is between 
Manchester 
and Liverpool 



You Know sfefJ 
where we are 



Contact Jack MIRer at the 

Department of Planning and Development on 051-4432251 
Krawsley Borough Council, Municipal Buildings. 
Archway Road, Huyton. Merseyside L36 9UX 
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James Buxton on criticisms of a ‘branch economy’ north of the border 


L ast week Scotland won the jack- 
pot for inward Investment -Two 
US electronics companies. 
Motorola and- Conner ..Peripherals, 
revealed that they had chosen Bites to 
Scotland tobafid largo- manufacturing 
plants, eventually employing between 
them more than JMJOG people.. 

These projects- wjOU undoubtedly 
strengthen . Scotland’s : electronic^ 
industry and reduce unemployment 
The projects are unlikely, however, to 
banish the widespread feeling in Scot- 
land that the c ountry’ s economy- is 
not regenerating itself sufficiently, hi 
fact, they may- reinforce the belief 
that Scotland Is in many ways a 

branch economy. with few substantial 
trig locally-headquartered manufector- 


As independent Scottish companies 
disappear, Scotland could be. said, to 
be melting away, ft is not an eagtty 
visible process. The c o untry' s prosp e r- 
ity has strikingly increasedin the 
past few yean and Mr Malcolm Rif- 
kind, the Scottish Secretary, -pointed 
out in the House of Commons 

recently that. Its- economy probably 
-grew faster than that of. the UK as a. 
whole last year. 

But in the same debate, Mr Donald 
Dewar, labour’s shadow Scottish Sec- 
retary, quoted a leaked internal Scot- 
tish Development Agency paper show- 
ing that since the mid-1960s there had 
been “a long-term relative decline 
compared -to the rest of the UK and 
the rest of Europe” in the. Scottish 
economy. Scotland, it said, had not 
generated enough output . or employ- 
ment to match *hp available labour. 

The result was high emigration, 
population decline -and gnssim unem- 
ployment. . 

Mr Dewar was. denounced by the 
Tories for peddling gloom,, and the 
SDA’s board has not- approved the 
document. But the facts it contains 
axe not disputed. Scotland! s popula- 
tion erf s i™ is in gentle decline, as 
emigration n wirmw natural increase. 
In 1988 the number emigrating rose 65 
per cent from the previous year to . 
24,700. Many of the most active and 
best qualified young Scots are lured 
away, 'mostly by the. stronger econ- 
omy of the south irf England but some 
to Australia Qtrourtfl 

In the 1960s, . the derision-making 
headquarters of such companies as 
Anderson Strathclyde, Distillers and 
Britoil .passed out of Scotland. 
Whether these and others, are better 
oar worse off for having been taken 
over is <feh«ted endlessly . But when a 
Scottish company comes under exter- 
nal control, its managers are less 
likely to think automatically of 
wpmHng in Scotland. . 

And, as Professor Jack Shaw, who 
runs Scottish Financial Enterprise, a 
pressure group for the financial seo- 
tor, points out, when decision-making 
headquarters go, their power of 
patronage usually goes with them. 
The companies are less likely to pro- 
vide high quality work for accoun- 
tants, lawyers, pubUc relations and 
advertising men. There are fewer 
opportun i ti es for people agriring to be 
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The BIHradc ptamt at Irvine, 


owned by Hyeter of fee US 


Why Scotland fears 


is 


managing directors, finance dfxectotSi 
merchant bankers, corporate tax. 
experts and corporate lawyers.- 
Branch factories owned by foreign 

Tn nTtmgtinna1a || which pomptiSB about 

20 per cent erf Scottish manufacturing 
industry, have similar effects. 
“They’re the only way you’re going to 
create 500 jobs overnight," says Mr 
Alasteir Macpherson, head of -the 
SDA’s electroucs dhrislon, "and they 
bring technical anri managerial 
skills.” But, he adds, ’’yon also get a 
very lop-stded type of economy. Ton 
get a heavy preponderance of manu- 
facturing and wirtTiPPriwff. i nha and 
very few marketing ' 

fKHrwn Glen, as the. Scottish eleo- 
tronics Industry is called, employs, 
about 45,000 people. But the multina- 
tional companies have not spawned a 
vigorous indigenous electronics sec- 
tor. Scottish-based companies: supply 
only is per emit of all components 
coDsnmeain Scotland, as mulraudloti- 
als prefer the suppliers they know. 

. The mnitimitiniHite * plants tend to 
have few people who knaw the entire . 
business and are In a porition toform 
i w i n p m iaii of thafr own! The number 
of sii ri i “spin-outs” .ft- ran mutmation- 
ale in Scotland is pitiful. Neither 
Motorola nor Conner has any plans to 


locate research and development or 
marketing /gyr ations in Scotland in 
the abort or medium term. 

«. The SDA has made trig efforts to 
help new companies come into. being 
In electronics, as weD as hibtedbnol- 
ogy and ether fields. Hut many of the 
most-prdndring haye followed the bog 
i-nwipanioa . »»r»d lost their indepen- 
dence: far w«wp i*, F ortr onlc. which 
developed electronic banking systems, 
was, taken over hi 1987 by De La Rue. 

-Last December, Matsushita of 
Ja pan paid gftn) fhr control of Office 
Workstations (OWL), a company with 
safes, last jeer of £2£m» which in stx 
years has become one of the. world's 
leading providers of software systems 
for reading wla-h-nnip UnwnnwifaL 
-. The takeover of smaller companies 

goes, an in nthnr flaldg A pnUn TTHnrig 

one of Britain’s largest makers of win- 
dow -Minds based In Glasgow, was 
sold last, year to Ashley Group. HLD, 
the management b uyou t group which 
In 1988 and 1989. acquired C3axk Kin- 
caid, the- marine «n gth* makers, and 
Ferguson s hip y ar d from British Ship? 
bonders, recently sold a controlling 
stake to Kvaerner, the Norwegian 
group which owns 1 the Govan ship- 
yard- ■ 

Theoe : companies will continue to 


operate in Scotland and are likely to 
become stronger. Fdrtnmic, for exam- 
ple, which sometimes struggled before 
De La Rne moved in, nas been 
prpanding mss needed an injection 
of capital to continue to expand. OWL 
is likely to grow even fester under 
Matsushita. Mr Macpherson says: 
“The downside of the takeovers is 
that nompaniPB which lose their 
autonomy may. have mare difficulty 
in responding to opportunities than 
ones that don’t. The upside is that 
they should have easier access to 
finimee and technology if they are 
allowed to respond.” 

However, many Soots believe that 
these deals are destroying part of- the 
seedcorn of the Scottish economy. 
Prof Shaw says the companies 
involved made perfectly rational eco- 
nomic decisions, but that each such 
takeover means one less company 
that might have grown into a large 
independent e n tity based in Scotland. 

Among Scottish-based, companies, 
Grampian Wnidinro , the industrial 
c o n glome rate, and LiHey, the con- 
struction group, are among the few 
that are particularly acquisitive. But 
Mr Peter Palmer, who runs Spider 
Systems, an Edinburgh company 
which makes syste m s for. computer. 


n e tw o rk s and has doubled its turn- 
over (now approaching £10m) each 
year since it was founded in 1983, 
says: “I absolutely reject the critical 
attitude that the Scottish media dis- 
plays towards these takeovers. By pfl- 
lorying the entrepreneur who cashes 
in you discourage people from 
starting In the first place. 

. “The man who builds a business up 
to £5m or £lQm turnover is not neces- 
sarily the one to take it to £50m or 
gloom.” 

Some Scottish companies are deter- 
mined to remain independent. The 
Wood Group, Scotland's biggest indig- 
enous oilfield services company, run 
from Aberdeen by Mr Ian Wood with 
a turnover last year of £82m, has no 
wish to go public. Mr David Murray, 
the businessman who runs Murray 
International, which expects sales of 
£U0m this year and opiates in prop- 
erty development, steel stockholding 
and electronics, once talked of going 
public but now says he wants to bufld 
up a strong Scottish-based company. 

Mr Palmer, who intends in due 
course to seek, a quotation for Spider 

Systems, says: “The key question 
about these takeovers is whether 
there are new companies «”"fag up 
to replace them." 

The overall statistics are not reas- 
suring. Scotland does not appear to 
spawn as many new companies as 
most other parts of Britain. Net new 
VAT registrations between 1980 and 
1967 increased by 11.4 per cent in 
Scotland, against the average for the 
UK of almost 14 per cent Only 2.4 per 
cent of the companies on the unlisted 
securities market at the end of last 
year were Scottish. 

Scotland, according to Mr Brian 
Ashcroft of the Fraser of Allander 
economic institute in Glasgow, has 
fewer of the ingredients which appear 
to lead to business creation than 
other parts of Britain. The proportion 
of people owning their own — 

a measure of the wealth that might be 
available to invest in new businesses 
— Is low, end houses are less valu- 
able. Scotland had only 44 per rait 
owner-occupation In 1388 compared 
with 65 per cent in Great Britain as a 
whole. In additinn, Scotland has a rel- 
atively low proportion of its popula- 
tion in the professional manage- 
rial classes. 

If those reasons are correct, then 
Government policies that have 
increased home ownership and 
self-employment are steps in the right 
direction. Yet they may not be 
enough. People like Prof Shaw believe 
the nnwbwiwtai problem is to per- 
suade the Government that relative 
decline in the regions - as a result of 
«*antrnU<ring pniirips and tiie workings 
of the British financial system - 
works to the disadvantage of the 
natinrmi economy. The less wealthy 
a region is, the less revenue it can 
produce to keep its public services 
going and the more money it needs to 
get from cpntrai g overnm ent in rate 
support and regional assistance," be 
says, ft is a message that a thrifty 
government ought to understand. 


The Bazoft case gives the lie to 
Iraq’s promise of change, argues 

Edward Mortimer 

How not to 
make friends 


FOR TWO days last week a 
conference at the Royal Insti- 
tute of International Affairs 
(Chatham House) discussed 
“Iraq in the 1990s." Such con- 
ferences are intended to be 
self-financing: the attendance 
fees are high, and the subjects 
chosen are those thought likely 
to interest the business com- 
munity. 

Iraq is clearly in that cate- 
gory. It has the second-largest 
oil reserves in the Middle East 
After its victor; -on-polnts in 
the gruelling eight-year war 

with Iran it has emerged as 
second only to Israel among 
the military powers in the 
region, and aspires to play a 
leading political role. It is 
engaged m a phase of Intense 
postwar reconstruction, while 
at Bmwa Him mulHng (0 
build up its arms industry in 
order to maintain a qualitative 
edge over Iran and its other 
neighbours. 

In short, Iraq is an extremely 
interesting potential market. 
Yet business prospects are 
clouded by financial, political 
and ethical doubts. Last year’s 
revelations about the activities 
of Banca Naxlonale del Lavoro 
revealed the subterfuges to 
which Iraq, saddled with crip- 
pling war debts, has resorted 
in order to firaraw* its mtoirflft 
development programme. Polit- 
ical risks are bard to assess in 
a country where power is so 
heavily concentrated in the 
hands of one man. President 
gartflam Hussein, but inevita- 
bly the question arises whether 
Iraq might not be affected by 
the wind of change that has 
swept away other regimes 
which in the past relied on 
Soviet support 

Above all Iraq’s business 
partners have to ask them- 
selves whether it is politically 
wise, let alone ethically proper, 
to strengthen the economy of a 
afaita which not only shows no 
resoect for human rights but is 
the front runner in a regional 
arms race, and has shown 
itself willing to use weapons of 
maaa destruction in violation 

Of fritaraatinnal law. 

At the Chatham House con- 
ference, under some sharp 
questioning, Iraq's deputy ■for- 
eign minister, Mr Nlzar Ham* 
dotxn, admitted that some of 
the human rights charges were 


true, but claimed that with the 
war behind it Iraq was now 
anxious to turn over a new 
feat There would be so return, 
he said, to the ideological 
excesses of the 1970s. Economi- 
cally the state was no longer 
relying exclusively on the cen- 
tralised “command system,” 
but was introducing policies 
that favoured private enter- 
prise. Freedom to travel abroad 
bad already been restored to 
Iraqi citizens. A dialogue had 
been opened with Amnesty 
International. Soon there 
would be a new co ns ti t u t ion 
and even multi-party elections. 

Some outside experts gave at 
least qualified support to Mr 
TTamrffum The violence of the 
regime, they argued was the 
product of extreme insecurity, 
and foreigners would only 
make matters worse if they 
ostracised it internationally 
while egging on its internal 
opponents. A better way to 
promote change would be to 
encourage social and ec o nomic 
development and maximise 
ex te rnal contact. 

1 was half convinced. Not 
that I would ever give Sadda m 
Hussein “the benefit of the 
doubt” But I might just be per- 
suaded that his rule has been 
in some sense a necessary evil, 
an unavoidable if grim period 
in Iran's turbulent history, and 
that less misery would be 
caused by its consolidation 
than by further attempts, nec- 
essarily violent and probably 
futile, to overthrow it At least 
I began to think, ft might be 
time I went again to Iraq to see 
for myself whether the atmo- 
sphere really is changing. 

But then, the day after the 
conference, I switched on the 
radio and heard that a fellow 
journalist who went to Iraq at 
the Government’s invitation to 
report for a British newspaper, 
lwii iimw sentenced to death by 
an Iraqi court for trying to do 
his job. Unless and until that 
journalist is released, alive and 
unharmed, Mr Hamdoun 
should not suppose that I or 
any other western journalist 
will wish to visit Iraq, no mat- 
ter how persuasively the invi- 
tation may be phrased, ft Is not 
too ranrta to hope that those 

who want to money out 
of doing business with. Iraq feel 

rimilmly innrori 
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All jolly good fun in the House of Fraser affair 
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From Mr A. Thompson. 

Sir. The House of Fraser case 
throws up some fascinating 
areas of the law. 

The Department of Trade 
and Industry inspectors, taking 
evidence in secret as they 
please, can denounce directors 
of a major company as thor- 
oughly rotten apples who, if 
allowed to remain in the coun- 
try, should not be left in 
charge of a whelk stalL 

The authorities then do 
nothing about it since the find- 
ings, whether true or false, 
might well not stand up in a 
court of law under normal 
rules of evidence and proce- 
dure. 

This is all jolly fun. If ft is 
such a good idea for this to be 
done to directors, perhaps we 
xhnnM have the same proce- 
dures for politicians and other 
infl uential figures in OUT 
naHmial Kfa _ 

Why did ft take IB months of 
globe-trotting by the Serious 
Fraud Office to discover the 
horrifying feet that people can- 


not be brought back in hand- 
enffe from Egypt to tell us how 
much money they think the 
Fayed family might have pos- 
sessed 40 years ago? - - 

This ghnnid not have Sur- 
prised them. It is not as if Scot- 
land Yard ca n itself help with 
witness statements when the 
jurisdiction problem is the 
other way round. Within 
recent months, it has been 
reported that a suspected 
murderer in California will 
probably walk free, because a 
known witness to the killing 
who lives in London does not 
want to get involved and can- 
not be made- to testify. 

Does it really matter with 
whose money the Payeds 
bought House of Erases? They 
made a cash bid and their 
cheques were honoured. Are 
former shareholders concerned 
that their money might not 
have come from a good home? 
They have probably spent ft on 
something rise anyway. 

In all the' House erf Fraser 
group, the only company 


whose capital a d e q u ac y con- 
cerns the UK authorities is 
Hairods Bank - and the Bank 
of England la evidently con- 
teutwf wtth.ite affeirs. The 
-hank is presumably a. wrartod 
liability company, so the Bank 
of England is quite properly 
not co nc erned with the capital- 
isation of its parent, let alone 
the personal wealth of its bene- 
ficial shareholders. 

Even if a company’s share- 
holders consisted- of ell living 
members of the Vanderbilt 
family , plus- the Aga Khan *rad 
the Crown Prince of • Abu 
Dhabi, they could all walk 
away from any corporate disas- 
ter, less the money which they 
had invested in ft. Indeed, the 
fewer outside assets a com- 
pany’s shareholder-directors 
own, the more diligent their 
stewardship of the c o mp an y is 
likely to be. 

A fool and his money are 
som parted, ft Colonel Gadaffi. 
Could not sed his way to 

Wrecking the HHtfflh flH m nmy 
by bankridlmg titt coal strike 


in 1984-85, could the friendly 
Sultan of Brunei have done aa 
much harm by putting the 
Fayeds in fends at the same 
time? • I 

Whether file Sultan or any- 
body else considera that he has 
. an enforceable agreement with 
the Fayeds is an interesting 
matter for speculation. So too 
is the motivation for am oft- 
forgotten sale of House of 
Fraser shares to Sib Fayed* by 
Lonrho. 

These xhatters need not, 
however, comnumd the atten- 
tion of Cabinet ministers, the’ 
House of Ccamnans or the Met- 
ropolitan Police. 

The only UK authority 
'which' might conceivably need 
to worry itself over the Fayeds’ 
wealth (d epend ing on their 
present or Allure tax dcsntcBe) , 
is the Inland Revenue and it 
does not often lose Sleep over 
people who pretend to be bet- | 
tor off than they really axe. 
Andy Thompson, 

28 Conrad Dra* 

Worcester Park, Surrey 


NUT’s campaign of persuasion Dounreay and the North Sea 


From Mr Doug McAooy. 

Sir, Emma Tucker’s report 
on staff-room opinion in 
schools (“Teachers complain of 
minis ters* ignorance,” March 3) 
rightly identifies the causes of 
low morale among teachers: 
poor pay and the pressures of 
implementing the national cur- 
riculum with insufficient 
resources and time. 

However she incorrectly rep- 
resents the position of the 
National Union of Teachers 
over industrial action as a rem- 
edy for these ills. 

Her claims that we are 
adapting a low-key approach to 
industrial action because we 
lost members in earlier dis- 
putes is not true. We are cur- 
rently not planning to strike or 
hold a ballot on industrial 
action. We prefer to pursue our 
pay and education objectives 


through a campaign of public 
persuasion through which 
pressure can be put on the 
Government. 

That campaign is be ginning 
to be successful The Govemr 
mant acknowledges the need to 
spend more, bnt not enough on 
school buildings, for example. 

More public support is 
needed if education is to 
receive the resources needed 
and teachers are tohepaidsal- 
a ri.es com parable to those in 

industry. ‘ ' 

We are more likely- to earn 
that support'- and keep it - 
by a continuing campaign of 
persuasion rathw than by dis- 
ruption.' 

Doug McAvoy, 

General Secrttaru. . 

National Union of Teachers, 
Hamilton Hot* s ?. . 
MaNedonPbSwCl , , 


From MrlMtogkaMcBoberts. 

- Sir. Your report on the 
North Sea Conference (“Patten 
told to eml dumping,” Mawh g) 
raises, interesting Issues In 
relation to Dounreay. . . 

Although there have been 
. calls- to abandon the proposed 
European Dammstration Fast 
Reactor^ Reprocessing Plant 
(KDKP), a Norwegian marine 
expert. Dr Gunnac Fumes, of 
Bergen, confirmed at the pub- 
lic Inquiry Into thn whfiTtfi in 

1988 ihat Dounreay did not 
damage Scandinavian ffahfag 
grounds or y environment. . 

Low-feyel radioactive, dis- 
chargesfromDomireay’s exist- 
ing plauts have to many years 
been' a tiny. fraction of autixor- 
ised levels: The proposed plant, 
if built, vtfould produce even 
lower environmental impact 
through the application of 


more advanced technology. 

The conference quite cor- 
rectly -called for the destruc- 
tion at PCBs. As you reported 
last year, one of the most 
promising techniques for. this 
has already been demonstrated 
at Dounreay. The electrochemi- 
cal process, known as Doun- 
reay Silver, operates at low 
temperatures and does not 
involve Incineration with its 
possible hazards, such as pro- 
duction of dioxins: In principle, 
the system could be designed: 
as a mobile rig and taken! to 
the PCBs rather than the other 
way round. So Dounreay may 
fairly claim to be doing ita 
share in protecting the North 
Sea environment 
Douglas McRoberts, ’ 

CW 2r&s Officer, 

Atomic Enirgg Authority. 

11 Charles U Street, SWl 


The miners’ strike and ‘political aims’ of the NUM leadership 


From MrD.G. FrankSn. 

Sir, If Professor Towers 
(Letters, March 8) honestly 
believes that the “supposed” 
political aims of the National 
Union of Minewoxkets* leader- 
ship were small beer, he is 
either badly informed or naive. 

Mr Arthur ScargiU has 
always been totally honest in 
disclosing his aims and ambi- 
tions. After defeating the 


Heath Government be gave an 
interview to 'the New Left 
Review in June 1975. . 

The. 39-page: report quotes 
him: ^We were ont to defeat 
Heath . . . because -we were 
fighting a Government We had 
to declare war cm them and the 
only way you .could declare' 
war was to attack the vulnera- 
ble points. We were only 
opposed to the -distribution of 


coal to industry because we 
wished to paralyse the nation's 
economy, -We were fighting a 
class war and you don't fight a 
war with sticks and bladders.” 

If Professor Towers has any 
doubts as to the political aim 
of the leadership of the NUM. 
he need read no fiirther than 
page 26. 

There Mr ScargiU says: “The 
issue is a very simple one; it is 


THEM and it is US. 1 win never 
accept that is. is anything rise 
because ft is a dassbattle, ft is 
a class war. Whilst it is ti>gm 
and us, my position is perfectly 
dear: I want to. take FROM.' 
them -FOR us, in ether, words I 
want to take into common 
ownership everything in. 
Britain.” 

D.G. Franklin, 

8 Wincott Street, SBU 


Come and do business in 
the European Public 
Sector Market 

The European public sector market is worth £3 billion a year. The 
biggest unexploited market in Europe — in which you can sell 
everything from paperclips to power stations. If you're involved in 
buying or selling in this market, you should come to the 'Go Public' 
conference. There will be a 30 per cent discount on the conference 
fee for small companies. 

Key speakers from around the Community will include: 


Sir Geoffrey Howe 

Deputy Prime Minister, United Kingdom 

Antonio Cardoso e Cnnha 

European Commissioner 

Klaas Von Ehren 
Technical Director, Posts and 
Telecommunications, Federal Republic of 
Germany 

Dr Diego Siclari 

Director General, Central Government 

Procurement -Office, Italy 


Erik Fischer 

Director, Directorate of State Purchasing, 
Denmark 

Tom Cxitchley 

Director, Procurement, Natihnal Health 
Service, United Kingdom 
Alain Gillette 
President, UGAP, France 

WJA Van Helden 

Director, Ministry of Defence, Netherlands 


For more information and to reserve your place contact: 

Don Webb or Joan Sibley 01-2174126/4043 

T.jyra or Mi c hele Shamming 01-2174059/4131 

Fax 01-876 6736. 

A National Economic Development Office Conference 


Netionel Ecozumfe DeNkpneiatOfBee 
Mmbanklbwe^MiHhmk, London SW1P4QX 
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Brady urges co-ordination of market rules 


By Peter Riddell, US Editor, in Washington 


MORE coordinated regulation 
of US stock and futures mar- 
kets is now being considered 
by a high-level working group 
of the Bush Administration 
with Mr Nicholas Brady, the 
Treasury Secretary, pressing 
for these markets to be super* 
vised as a single entity. 

A letter setting out the main 
options by Mr Brady to the 
leading members of the securi- 
ties subcommittee of the Sen* 
ate Banking Committee 
became public over the week- 
end. 

The central issues are the 
division of regulatory responsi- 
bility between the Securities 
and Exchange Commission 
(SEC), covering stocks and 
options, and the Commodity 
Futures Trading Commission 
(CFTC), covering stock index 
futures, and the margin 


LEIPZIG TRADEFAIR Bailk 

East German showcase shuts west to relieve 

pressure on 
sterling 


requirements for these various 
contracts. 

There is apparently no agree- 
ment yet on the working group 
which includes representatives 
of the Treasury, the Federal 
Rese rve, the SEC and the 
CFTC. 

The options range from 
merging the SEC and CFTC 
- a move strongly resisted by 
the latter - the futures indue- 
try in Chicago and its many 
allies in Congress, to a reor- 
ganisation of regulatory 
responsibilities. 

Mr Brady, who formerly ran 
the Dillon Read securities 
group and headed the presiden- 
tial commission into the 1987 
market crash, fan» ptn phaw«a»d 
the problems resulting from 
fragmented regulation, such as 
unharmonised margin require- 
ments, unco-ordinated drcnit- 




Brady: single regulatory body 

breakers and inconsistent 
short selling rules. 

In a speech last month he 


argued that these inconsisten- 
cies, such as lower on 

stock index futures than 
stocks, have been the root 
cause of excessive volatility 
rather than computer-based 
trading systems. On his view 
they have led to high leverag- 
ing in stocks as well as Ineffec- 
tive enforcement 

Noting that all countries 
with major securities markets 
have one regulator for stocks, 
options and futures, Mr Brady 
has consistently argued that 
the US markets ahn^ld be 
regarded as one and regulated 
as such. He favours a one-mar- 
ket approach rather than piece- 
meal solutions. 

Among ^ options outlined 
in the letter are; 

• Merger of the CFTC and 
SEC; 

• Giving the SEC exclusive 


jurisdiction over all futures 
except those related to tangible 
commodities; 

• Giving the SEC exclusive 
jurisdiction over stock index 
futures only, and perhaps 
related Tnarg ma. although con- 
solidation of margin-setting 
outside the SEC. could also 
occur. 

Mr Brady said last month 
that the radical step of merger 
may not be neevamar y that 
other approaches could work, 
“but we seed to do something 
and we sought to do it soon." 

Congress is considering leg- 
islation an market reform, giv- 
ing both the SEC and the 
CFTC g re a ter smfom>riv»n f and 
data collection powers, but 
there remains considerable 
controversy in the securities 
and futures industries over 
these proposals. 


By David Goodhart in Bonn 

DEUTSCHE BANK, West 
Germany's biggest b ank, has a 
500 sq m stand at this year's 
Leipzig Spring Trade Fair, eas- 
ily the largest company stand 
on display. 

The fair, which opened yes- 
terday, symbolises the new 
western, and especially West 
German, flavour of the East- 
West Trade Fair. Until this 
year It functioned as a giant 
public relations show for the 
East German economy. 

About half of the 9,000 com- 
panies are from w e ste rn coun- 
tries with 1,000 alone from 
West Germany -a 25 per cent 
increase on last year. More 
i mp o r t ant, it will be the west 
that will call the shots. 

Instead of attention focusing 
on which western stand is 
honoured with a visit from a 
junior East German Industry 
Bflnlster-once a sure sign that 
a small order would follow - 
the spotlight will foens on 
such companies as Siemens, 
General Motors and Thyssen, 
and their joint-venture plans. 

With continuing uncertainty 
about the legal framework far 
business, and one week before 
East Germany's first demo- 
cratic election, this year's 


new-look Leipzig Fair is argu- 
ably a few weeks too early. 
But that failed to prevent a 
wave of joint-venture 
announcements yesterday, 
with more due this week. 

Opel, General Motors’ West 
German subsidiary, 
announced a joint venture 
with the East German maker 
of the Wartbnrg car, AWE, 
based at Eisenach. 

Opel wa n ts to take a major- 
ity share in a new plant in 
Eisenach to produce about 
150,000 cars a year from the 
Opel model range. 

Siemens announced an 
exclusive co-operation deal 
with the main telecomm ran tea- 
tkms g r oup in East Germany; 
Thyssen said it was opening 
an office in Leipzig; the West 
German conglomerate Prens- 
sag-Salzgltter announced 
closer ties with the East Ger- 
man steel company Hermann 
Matem; frapp wants a joint 
venture with the Karl Lieb- 

knedrt heavy machin ery g r oup 
of Magdeburg; and Deutsche 
Babcock announced a venture 
with an instruments group, 
also based in Magdeburg. 

Deutsche Bank itself ini- 
tially lagged behind the other 


big West German banks In 
East Germany, but it now has 
10 teams sweeping the coun- 
try, armed with the most com- 
prehensive data on East Ger- 
man enterprises available, 
seeking companies to throw 
money at. The bank also looks 
set to manage East Germany's 
first privatisation of the 
wwmi t w woks hi Heimrfnrf, 
Thuringia. 

The growing together of 
East and West Gcsmany- far- 
ther nniWihHd by last week’s 
■ m m n nfwnwrt that East Ger- 
man y will adopt West German 
industrial standards - will be 
the main but not the only 
show at Leipzig: 

Modernisation of the Soviet 
and other east bloc economies 
will also be a theme. Mr Ger- 
hard Bed, East Germany's For- 
eign Economic Relations Min- 
ister, yesterday drew attention 
to ft* tee* that one-sixth of all 
the Soviet Union's imports 
wmi» from East Germany. 

There will be some new 
faces this week. The US, for 
example, is sending Mr 
Thomas Duesterberg, the 
Assistant Commerce Secre- 
tary, easily the most senior 
wpp«ift*OTiiaiiv» it has sent. 


Some old faces will be back 
wearing new masks. Mr Siegfr- 
ied Mueller, for example, a 
senior official fat the East Ger- 
man Foreign Economic Rela- 
tions Ministry, has spent many 
Leipzig fairs trying to per- 
suade West German business- 
people that liberalisation of 
file mh* bureaucratic trade 
rules was imminent, without 
""fcwdfrig his superiors. Now 
be has become a private con- 
sultant working for various 
West German companies. 

But lwnw i Hi the excitement 
there is anxiety. The fair 
organisers fear, along with 
wnrii of East German indus- 
try, that they will not be able 
to co mp e te in a Ger- 

many: at «iiek industrial fairs 
in West Germany yon do not 
have to watt half an hour to 
nwto a telephone caii- 

Indeed, Mr Hans Hodrow, 
the Vay t German Prime Minis- 
ter, urged yesterday at the 
fair's opening flw* East Ger- 
man companies should iyi* «J1 
out to western capitalism. 
“Better sales rather man sell- 
ing out must be the principle,” 
he said. “We have also got 
sametiling to contribute." 


Israeli coalition split over US proposals 


By Hugh Camegy in Jerusalem 


ISRAEL’S Likud-Labour 
Government failed to approve 
US proposals for Israeli-Pales- 
tmian negotiations yesterday, 
paralysing peace efforts while 
the two parties again lurched 
towards the break-up of their 
fractious co alition . 

On a day when the nation’s 
children donned fancy dress to 
celebrate the annual “Purim” 
Jewish holiday, the tattered 
disguise of unity worn by Mr 
Yitzhak Shamir’s Government 
during its 15-month life looked 
irretrie v ably ten. 

Labour M demanded that 
Mr Shamir’s hardline Likud 
accept by last Wednesday the 
US formula on talks without 
attaching conditions, but 
allowed a postponement When 
Mr Shamir again refused to put 
the issue to a vote at yester- 
day’s meeting of the 12-man 
■inner cabinet, Mr Shimon 
Peres, the Labour leader, 
walked out with his five 


Labour colleagues, threatening 
to quit the Government. 

“The cabinet was prevented 
from making a decision, on the 
peace process and by this 
stopped the peace process 
itself," Mr Peres said. “The 
amputation of the peace pro- 
cess Is the end of this Govern- 
ment." 

However, the Labour minis- 
ters stopped short of withdraw- 
ing immediately from the coali- 
tion. Several days -of intense 
political jockeying, during 
which compromises will 
almost certainly be floated, 
win ensue before the fate of 
the Government is decided, 
possibly during no-confidence 
motions due for debate in the 
Knesset (parliament) on Thurs- 
day. 

At issue is the US proposal 
that thn Palestinian delegation 
to planned Israeli-Palesttnian 
talks in Cairo on Israel's pro- 
posal for elections in the Occu- 


pied Territories include resi- 
dents of Jerusalem and Arab 
figures previously deported 
from the territories by Israel. 
This was devised to meet mini- 
mum demands of the Palestine 
liberation Organisation, with 
which Israel refuses to negoti- 
ate. 

Labour accepts these terms, 
but Likud regards them as a 
threat to Israeli control of 
Jerusalem and as de facto rec- 
ognition of the PLO. Mr 
Shamir, under strong pressure 
from both allies a nd rivals 
within Likud not to give way, 
refused to budge. 

Yesterday, Mr Yitzhak 
Rabin, the Labour Defence 
Minis ter, proposed as a com- 
promise referring the issue of 
Jerusalem to the Knesset, but 
said Likud rejected it. He has 
been the linchpin of the coali- 
tion from the start, holding it 
together through repeated cri- 
ses between Labour and Likud. 


Gorbachev urges future sharing of power 


Continued from Page l 

Nationalists from the Baltic 
republics, and from Georgia, 
are also expected to boycott 
the vote, in part because the 
new presidency amounts to a 
reinforcement of central 
authority just when they are 
seeking radical devolution of 
power. The deputies from Lith- 
uania are expected to stay 
away, because of their decision 
to opt for outright indepen- 
dence. 

Their decision means that 
the Soviet leader cannot auto- 
matically expect the necessary 
two thirds majority in the Con- 
gress of People’s Deputies for 
the constitutional changes he 


is seeking. 

Mr Gorbachev was also 
expected yesterday to face 
renewed criticism from the 
conservative wing of the ruling 
party, deeply disturbed at the 
social unrest spreading across 
the Soviet Union, and the 
rebellion against Communist 
Party authority in many key 
in dust rial areas across the 
country. 

Yet in classic style Mr Gorb- 
achev switched from defence to 
attack, taking the political 
debate in the party further 
down the path of reform, albeit 
dressed up in familiar ideologi- 
cal language. 


“We declare that the Com- 
munist Party stands on the 
positions of internationalism, 
and is open to co-operation 
with Communist and workers’ 
parties, with socialist and 
social democratic, liberal and 
national democratic parties, 
with all public forces and 
movements that are for peace 
and social progress,” he said, 
according to Tass, the Soviet 
news agency. 

He said that tiha “ afcmg gTa far 
political leadership m the 
framework of democratic pro- 
cedures and election cam- 
paigns” would from now on 
become one of the most impor- 


tant functions of the par- 
te - and its rules must reflect 
it. 

At the same time he insisted 
that the party, as a ruling 
party, bore political responsi- 
bility for the state of the coon- 
try. For that reason, he said 
“trivial parliamentary games 
are not for this party. This 
demands that the Soviet Com- 
munist Party should not keep 
away from participation in ™ 
solution of the vital problems 
of the country.” 

Mr Gorbachev even (fared to 
consider - and reject - sug- 
gestions that the party aban- 
don the mhw Communist 


WORLDWIDE WEATHER 


Lithuanian independence 

Co ntinue d from Page 1 
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mg the recent elections to the 
local parliament 

The Supreme Soviet also 
rubbed salt in the wound of its 
independence resolution by 
changing the name of the 
“Soviet Socialist Republic of 
Lithuania” to the plain 
"Republic of Lithuania " 

The newly elected deputies 
also ceremoniously tore from 
the walls of their chamber the 
official emblem of Soviet power 
-“the red one,” according to a 
Sajndis spokesman. This will 
be later replaced by a knight 
on horseback. 

Central Soviet television 
reported last night that the 
Lithuanian Council of Minis- 
ters jiad also given up its 


authority- 

It sent a resolution to the 
Supreme Sovi et dec larin g that 
“no other constitution except 
the Lithuanian constitution 
has any power." 

Mr Landsbergls offered his 
defeated rival one of the posts 
of vice-chairman of the 
Supreme Soviet. 

But Mr Brazauskas turned It 
down and all three vice-c hair- 
men are now leading members 
of Sajndis. 

Sajudis backed-candidates . 
controls two thirds of the seats 
in the Lithuanian Supreme 
Soviet - a majority large 
enough to force through the 
con s tit uti onal changes needed 
to declare independence. 


By Peter Norman,- 

Economics Correspondent, 
in London 

THE BANK of England wOlbe 
prepared to inlsmne in sup- 
port of the pound if the cur- 
rency comes under renewed 
selling pressure this week. 

The Bank sold up to 5500m 
of- reserves last Friday amid 
mounting political . protest 
against the new community 
(marge, or poll tax, and grow- 
ing uncertainty ubout the posi- 
tion of Mrs Margaret Thatcher 
as Prime Minister . 

However, the Bank’s actions 
will be subject as always to 
minute-by-minute judgment of 
conditions on world currency 
marke ts and not geared to sup- 
porting the pound at any given 


He accused Likud of not being 
committed to the peace efforts. 

Mr Rhawrfr said he was still 
open to compromise proposals 
and said he hoped the Govern- 
ment would not &IL 

If it does, both Mr Shamir 
and Mr Peres will try to set up 
narrow-based coalitions with 
the support of small parties. H 
they fad, a general election is 
likely within a few months. 
Meanwhile, the prospect of 
early peace talks has receded 1 
sharply. 

A key consequence of that is : 
the question It raises over 
Israel’s relations with the US, 
its principal ally and provider 
of J3bn in annual aid. - The 
Bush Administr ation h as sig- 
nalled growing irritation with 
Mr Shamir. Fbr his part, Mr 
Shamir told the cabinet yester- 
day the US had altered Israel’s 
election plan of last May and 
involved the PLO co ntra ry to 
Israel’s better judgment. 


Mr John Major, the GhanceV 
lor, is understood to be reluc- 
tant to counter the pound’s 
weakness with a further politi- 
cally damaging rise in bank 
base rates from, the mnwit 15 
per cent level. 

Although Mr Major, has 
always insisted that he win pot 
interest rates at whatever level 
is necessary to bear. dawn- op 
inflation, he has shown d 
marked reluctance in the past 
to lift base rates in response to 
bouts of sterling weakness 
caused by short-term political 
unease. - - 

The view in Whitehall is that 
sterling’s sharp fall last Friday, 
when it lost 3.75 pfennigs 
against the D-Mark and nearly 
2% cents against the dollar, 
mainly reflected wild rumours 
cm currency markets that Mrs 
Thatcher had resign ed and an 
exaggerated perception among 
foreign holders of sterling 
about the seriousness of last 
week’s wave of demonstrations 
against the community 

Although there have been 
some ambiguities in recent sta- 
tistics - such as last week’s 
announcement of a record rise 
in credit in January 

- the general feeling among 
officials is that tire policy of 
squeezing demand, and infla- 
tionary pressures out of the 
economy is working, aihwft 
slowly- 

Treasury officials point out 
that the full e ff ects of the 
recent rise in mortgage rates to 
around 15.4 per cent have yet 
to be felt by b or ro w ers. 

When the pound weakened 
in November and December 
after the resignation of Mr 
Lawson as Chancellor, Mr , 
Major took the view that Hank j 
of England intervention was '• 
the best way of checking cur- 
rency movements that had no 1 
economic significance! He 
allowed the pound to fall' quite ' 
substantially while leaving 
base rates unchanged. He was 
rewarded with a steady rise in 
the pound’s value during Janu- 
ary and February. 

Many City of London ana- 
lysts believe that the latest 
decline in the pound .has 
increased the pressure an Mr 
Major to announce a cau ti o u s 
Budget next week. 

Currencies, Page 27 


Bank plans run 

into trouble 

Continued from Page 1 
rates for the Ecu, 

Meanwhile, the US and 
Japan are questioning whether 
the European Investment 
Ban k, the EC’s development 
bank, should be a fall member, 
on the grounds that countries 
only should be allowed board 
seats. As it is, only 22 gover- 
nors are envisaged, so that 
smaller countries must share. , 
Dele gates were also- divided i 
over what Unrig of dedskris 
should be taken by a qualified 
majority of the bank’s board. 

The even more sensitive 
questions of who wfll be the 
bank's president and where it 
win be based have deliberately 
been left until the basic consti- 
tution is out of the way; . 


Tuning in to the 
German voter 


One has to go back to the 
departure of Mr Helmut 
Schmidt as West German chan- - 
ceBm 1992, to find a German 
election concentrating finan- 
cial minds as much as next 
Sunday’s ballot in. the East 

The whole German question is 

now thoroughly perplexing. 
Deutsche Mark bonds seem to 
be wBntiwf thru*, at last; but 
they are doing so at yields only 
a fraction below 9 per cent, at a 
time when Gennan equities on 
the other hand have risen four 
per cent in the last fortnight 

Neither is there much hope, 
whatever results foe March 18 
riratimm rtpHy gy, of a deffrli- ' 
lively cfoarer picture. A best 
guess is that whichever comes 
out an top in the East, Chan- 
cellor Kohl’s CDU or the SPD, 
there is noiqjridtf farixmds in 
the near term, even though foe 
winner next Sunday could 
thereby be heading for victory 
in the West German elections 
later this year. As regards 
equities, an SPD victory would 
und ermin e them, especially if 
Mr fafcy r T ^faita hWj flw Saar- 
land premier, is continued «g«t 
week as party candidate for 
Chancellor. 

The reasoning, regarding 
bonds, is that the worries 
which are keeping them down 
no longer revolve around fears 
Of a hrmgWMl mm wtar y mriim 

ratcheting up West Gennan 
fafiafinw The real bogey-man 
is the market’s longer-term 
fears of the costs, especially in 
a free-spending German wel- 
fare state, of reunification. On. 
this score, there may not be 
modi to choo se between the 
CDU and SPD. Mr Lafontaine, 
for pnrrnplp | actually aminda 
less gung-ho «wn Chancellor 
itrtKi mp M reunification. 

Equities are something else. 
If Mr Lafontaine is* to be tbe 
SPD's standard-bearer, the 
international investors who 
have been propping up the 
German market will ponder 
whether be is Bwnflwr Helmut 
S chmidt (quite good) or a Teu- 
tonic NeQ. ufanftA. Their wor- 
ries would centre on all his 
speeches about the environ- 
ment and social responsibility, 
and. what they mean for prof- 
its. 

Takeover bids 

The pace at c orp o rate activ- 
ity on both rides of the Atlan- 
tic seems to be picking up 
again. Last week Reckitt and 
Caiman and Pathe Communt- 
cationa each launched SL2bn 
takeover bids for tasty morsels 
of C o rpor ate America. In the 
UK, ADT’s Mr Michael Ash- 
croft and Sir Ron Brieifay con- 
tinue to circle companies as 
diverse as Vickers, BAA and 
Christies, mating threatening 


West Germany 
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bouse and Asda, for example, 
their shares are TO per cent and 
50 percent off their respect i ve 
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noises. However, these types of 
predator are inc r easi ngl y the 
exception. Corporate activity 
can no longer be relied upon to 
prop up equity values in the 
same way as it did last year 
when mere talk of a bid could 
put 18 per cent on the GEC 
share price. 

Indeed, the sharp drop in the 
value of speculative takeover 
stocks is one of the features of 
the market on both sides of the 
Atlantic over the last six 
months. In the US, it was the 
failure of tbe highly-leveraged 
UAL management buy-out in 
Octob er wbich_ marked the 
fuming point. The Dow Jones 
industrial average has 
recouped almost all of its sub- 
sequent losses but the the 
shares of UAL, which were to 
have been bought for $300 
apiece, are still trading around 
foe $130 level. Last week Hil- 
ton Hotels, which had been try- 
ing to sell itself for $120 a 
share, took itself off the mar- 
ket and its shares are now 
back around $50. 

In the UK, the overvaluation 
caused by the promise of 
highly leveraged bids was 
never as pronounced. Never- 
theless, the retreat of the share 
prices of potential UK bid 
fff nrfra ha* been maHtad Over 
the last six mnnthu, tbe shares 
of Scottish and Newcastle, 
Storehouse and Asda have 
faiWi by around a thir d even 
though tha market is virtually 
unc h a nge d. And although the 
overall stock market is still 
less than 10 per cent below its 
all .time peak, Cadbury 
Schweppes’ shares area third 
below their peak. Allied Lyons’ 
shares are more than a fifth 
lower and UHgatefe are 40 per 
cent down. There has been a 
deterioration in trading condi- 
tions, bat the collapse of specu- 
lative bid premiums has been 
more dramatic. The days when 
UK retailers were a prim e tar- 
get of corporate activity have 
long since gone. Alfoongb it is 
possible to identify predators 
on the share registers of Stare- 


Rising interest rates, a slow- 
ing economy and Increasing 
nervousness on behalf of tbe 
bankers, have greatly reduced 
the appetite for leveraged bids. 
Required levels of interest 
cover are once again rising 
because gearing works both 
ways. In a falling mark et it 
means that assets often have 
to be sold for less than they 
seemed worth in a more benign 
climate. 

Consequently. leveraged bids 
are no longer inflating take- 
over prices and in some cases 
distress sales by heavily 
indebted companies are 
depressing bid prices. The net 
result Is that takeovers are 
once - again being driven 
increasingly by strategic and 
commercial reasons rather 
than financial anomalies. This 
is no bad thing, but it also 
means that the heady pace of 
takeover activity of the last 
couple of years is a thing of the 


Convertibles 

■ The Jameel bid for UK motor 
dealer Hartwell comes to a 
close today with the intriguing 
possibility that both sides 
could claim victory. Jameel 
may fall short of the 50 per 
emit mark in ordinary shares 
but it has already declared its 
offer for the convertible prefer- 
ence shares mraontiltinnal. So 
when foe shares convert in 
1992, Jameel could theoreti- 
cally be able to take control, 
though it would still be 
.required to make an offer for 
foe rest of foe equity. Hartwell 
may thus win only a stay of 
execution. 

This Trojan horse element in 
convertible preference shares 
cropped up last year in the 
Boots bid for Ward White. So 
much of Ward White's equity 
- 40 per cent - was In the 
form of convertible preference 
shares that Boots could theo- 
retically have been-able to win 
the Ha while owning only 37 
per cent of both classes of 
equity. 

One problem for comotOde 
issuers could well be file lack 
of liquidity in some issues, 
which may maim shareholders 
more eager to accept a Udder’s 
hhmdMunentB. Even otherwise 
loyal institutional nhmriinHraii 
may accept convertible offers, 
in an attempt to realise some 
value from the Hdfing process. 
Given foe vogue for these 
issues in the late 1980s, Soatchi 
& Saatchi might not be the 
only company to find that its 
convertible issue comes baric 
to haunt it. 


IN INTERNATIONAL INVESTMENT, 
THIS IS OF TEN T HE SHORTEST 
DISTANCEJBETWEEN TWO POINTS. 
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No-one witka Senoos interest in iaHmaoml 
investment should take our, name— Kuwait . 
bacnncoml Investment Com pa n y- at face value. 

GiWaa chcinctraxsi scope aod geographical 
tondthofo p r am vitkg.it it roue appropriate 10 

fliint nfiwmn i . ifw i n tiwml n w r r h atir 

bank, than as amply an i n ? rsem e u r 
company. For instance; we man a g e and. 
uodowrite newnsoes dri a wodfrode 
tom in a variety of currencies and enjoy 


HI 


* dose working re la tionship with most of the 

major underwriting houses. W: conrinur tc 
develop Out already considerable expertise in inmv 
naoooal stock and bond markets, in particular ou 

iMemariotol cqmty portfolio, adnch wc tow 
wtotandaDy upgraded. 

Ify oa are considering interim, anal 
investment opportunities, why not 

contact nj? OJc can point you in the right 

direirion. 


'* AISaWaGwnptecRQ Bex ^2792. SafaL13tM8Kuwrit 

Telephone (GenerafrpeS) 2438273/9. Telex: 22325 NTVESTjct 
m (Ok) MarkaabteSecurfbes: (9 6^ 2464T8& New Issues: 24T362R "Beasisy: (965) 2410626 
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INSIDE 


Brawling to decide 
who regulates : 

<k The territorial battle: 

.•• .. . between the Commodity - 

’JCr^VY”' Futures Trading Com- .. 

/Qpmtjfif JL mission and the Securi- 

C ties and Exchange- : 

Commission te rapidly 
degenerating into an *. 

. JngLjtefllfck ugly brawl. The SEC is. .. 

using Congress's vacll- 
latlon over the reauthor- 
f^7 ' isatfon of the CFTC to try 

|kL-j to extend Its own . 

j^Hr ISHnJ empire, pushing the 
„ CFTC on to toe deten=- . 

• ^ sive. The roots of the . 

tussle go deep, and 

have dredged up old calls for a single reguia-. 
tor to control the two markets. Page 18 


Paapar Into the rad 

Pan Am.the hording company ‘for’ Pan American 
World Airways, has suffered a sharp Increase. * 
in net loss for the fourth quarter and whole of 
1988, although passenger traffic picked up. In 
January and February this year. The holding 
company's net.Jp8s.in the fourth quarter of . 
1989 grew to 8178.3m or $1.21 a share com- 
pared with a toss- of 8517m' or 38 cents a year ■ ■ 
earlier. Page it 
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A Ipng-smouldering ' 
boardroom, row has - 
flared into the open at 
Abbott Laboratories,- the 
US healthcare group 
which has been a stellar 
performer on Wall . 
Street The Chicago- 
based company 
- announced the resigna- 
tion of Us chairman, Mr 
Robert Schoellhom 
(loft), on Friday night 
Immediately, Mr Schoellhom launched a series 
of lawsuits, seeking injunctions, changes In the 
company's bylaws and monetary damages. 
Page 19 


. vice 


• -a 

* -"I - 1 - ”.-‘S c 


: : us 


.. ;> sic. 


Tight — fa ig round thra corner? 

US crecfit markets hekJ their own last week . 
until confronted by news that the US economy 
has been generating jobs at a rapid rate. The ' 
employment data were bolstered by all sorts of 
special events, but the underlying trend was 
strong enough to increase the faint -murmurs 
that the Federal Reserve's next move might be 
a tightening rather than easing of monetary 
cancBtfoniB. Page 20 
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A dutch' of smaller firms- have 
sittfflTTy fanpbmtentad buy-twteka. 
In the past week atone. Topic 
screens displayed announce- 
ments of shares purchased for 
canceDatkin at the tikes gfAtktns ' 
B rother s, Nu-Swlft and SEP 
Ind ust rial. 

But the overall impact of share 
buy-backs in the UK Is stffl 
minuscule.-*! should think that 
less than one-hundredth of one 
per cent of the UK equity market 
has been bought* In." estimates 
one analyst at stockbrokers 
County NatWest WoodMac. 

Among larger companies, only 
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Nikki Tait oil share 
buy-backs m -the ;UK 


A fter the 1987 stock: market : 
crash, more than 600 ns 
corporations announced 
- -plans to hoy in their shares. In 
the UK,. two -and a half-years 
lately only, a jfiftk of Britain’s 
FT ?® 100 comnanies even nos- 
sess share buyfockpowers; and 
those using them can be counted 

on fli« ffci pw of IBM Tiawfl- - 
Tt la ft flngnflal gu p for 

. which no one- has a complete 
explanation. "Certainly, there are 
-some . technical differences 
between the 118- and the UK," 
says a partner -at- one large 
account ancy Bat "but basically 
: it's very new here." 

.. T-n«f rnw y Tti m prt (il dmnHwih 

bidustrles, Bri^u’s sevenfli larg- 
est company , anno unced It would 
shortly be seeking shareholders* 
authority far a buyback scheme; 
Does tide suggest, that UK atti- 
tudes arp finally shifting? Qr. is 
the growth of buybadks stfUTdn- 
dered by and tech- 

nical obstacles? 

Ahead of the 1987 stock market 
crash, Tpediaps the only notable, 
buybara by a UK industrial com- 
pany was conducted by GBC. The 
electronics group, which had sub- 
stantial surplus. cash in its hat. 
ancs sl we t. bought in about 3 tier 
. cent of tts equity over a two-year 
pratod in the midJflBQa: 

After the. crash, a nnmber of 
Wg UK companies sotuht buy- 
. back powers Bom them .aharo- 
- holders: Tbs of Vootris stocte. • 

adding this' option post-1987 
includes |he lira af OourtanldsL 
Kingfisher, Sanson, and Bead 



the boy-iu at BAT toduatries - 
which covers 42 par ceid: of the 
orfefagdsqtdty — is significant - 

By contrast. New York-based 
Birbtyi Associates estimates that 
buy-back programmes worth up 
to tS&Sbn were in place in the US 
in 1988.-. 

EmdanattonstorwhytheUKis 
dWter ent tend to fall Into two catr 


Ths first, and. moat serious, 
concerns commercial rationale. 
Camuanies. when thev take Share 
buy^^mkpowers, usually state 
■ they wDl use them only if earn- 
ings per share are Increased as a 
result Many - Hke Id - add an 
additional ca v eet that such buy* 
backs mdst be “In the best inter- 
«sts of the company at the time." 

Institutional investors, fairly 
permissive on -this score,-- do 
insist on some gnxm&rules. The 
Association of British Insurers, 
'which represents .many of 
Britain’s luge insurance compa- 
nies, says members are “perfectly 
relaxed about buybacks provided ' 
they provide earnings enhance*- 
ment and have a positive 
long-term effect* 

At am level, the requirement 
- for wBninp pa share enhance- 
ment is .simply 'a mathematical 
equation - dependent on the 
number of shares bought, the 
; multiple on which they trade, the 
rate of interest which the money 
canid otherwise attract, and. so 
ofl. But : there can also be a 
tradeoff between 'short-term^ 
earnings enhancement and Ion-, 
gsptenn iwTO fliittfliii 

". . , y ,P- >. ■" 

I Cl ia a doe Ini paint; Tteying 
down any s ngg e sUou tint it 
immediately intends to 
sweep into the stock market in - 
wl gntfteflUt fbVb i O T l ; t t l S rfwwwteiilM 
giant st re s sed that ite request for 
buyback powers should he seen 
in the context of recant intonsl 
“bett-tightening;* - • 

Xu shot, if capital enpendftnre 
is raticned and there .is no spare 
cash in the balance sheet, divert- 
ing money into shortterm earn- 
ings promotion at the expense of 


longer-term returns 
fam to Justify. 


nut to justify. 

This leads te the second set of 


problems, which are more techni- 
cal. For some UK companies, 
advanced corpo ra tion tax compti- 
cates the sums. 

ACT paid- by a company 
equates to the difference between 
its gross dividend navment »mi 
the actual net distribution to 

anH wwi -hft irfhft t 

against UK corporation tax. But 
if a c om pa ny 's UK earnings are 
only a proportion of the 
total, it may face difficulties 
recovering its ACT payments. A 
share buy-back scheme can crys- 
tallise the problem. 

T wo other issues are often 
raised in the context of 
the US/UK differences. In 
the UK, shares bought in must be 

wnwlla ri ThU lwul» to mnVn q 

buyback more permanent than- 
in the US, .where the same shares 
can sometimes be re-issued. 
There is also a school atfhought 
which argues that buy backs are 
UBUaDy a iMtedi m 

and' tiie more tapedous US envi- 
ronment has provoked their 
wider ^predation. 

But perhaps at the back of 
ergery oro 's Bund is the 
teat the dividing line between a 
genuinely bAwwfi trial share buy- 
back and an operation which pro- 
duces temporary market distor- 
tion and looks less than clever 
once tiie buy-back has ceased, is 
very thin. - - 

Sutler, the mini-conglomerate, 
'Is a good example. The company 
started a )my-baek programme 
cbvering about KTper cent of the 
its ^ equity •ds^nbnary . and 
bonghC steadily until Deconba: 
B» average buying price was is^t 
a Shares and ter most of the year, 
the company's shares stayed In 
the I80p-2l5p b flnd . tebfs thw^ > 
tiny have fallen to around ISSp. 

With all these caveats in mind, 
it is perhaps not wiTpriBlng that 
many observers suspect the prac- 
tice is unHkdy to become 00 m- 
monrplaoe in the UK, except per- 
haps in de f ensive situations. *T 
fteamore clients are in terested," 
is the typical wi rn nwn t from one 
accountant, "but it hasn’t 
become a fed yet Personally. X 
doubt teat it wffl." 
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Tokyo reaches for 
the Sal Volatile 

John Plender seeks to explain stock market instability 


Poor aid Salomon Brothers. H the 
Great Tokyo Crash ever does 
tii» Mg its trading house 
will have to carry the can. For 
the Japanese have shown them- 
selves to be no mare immmw to 
tee urge to find a scapegoat than 
the rest of us. And who better 
than Salomon to play the part? 
Apart from being foreign and 
brash, it has brought to Tokyo 
the ldnd of derivative financial 
instruments that no one over 
forty understands even in the US. 
Too bad it’s not actually respon- 
sible. 

But ff not Salomon, who should 
it be? A modem Sherlock Holmes 
contemplating the latest 
upheaval in world mariw+w might 


upheaval in world markets tnioht 
well be -tempted to see coinci- 
dences in fh* wwft of ’87. tiw 
mini-crash of *89 and the Tokyo 
aUde of 1990. The footprints of 
-finance ministers and central 
bankers have invariably been 
found at the scene of the crime. 
Could it be that we .have the 
beginnings of a neat con s p ir acy 
theory here, which could be sum- 
marised bv s aving that instabil- 
ity in the stock markets is the 
price we have to pay for att empts 
to stabilise the c urre ncy mar- 
kets? 

There is no difficnltv aauarimr 
the *87 crash with this veratan of 
events. Since the Louvre Accord 
the {hoop of Seven had been pre- 
occupied with the weakness of 
the dollar. And when private cap- 
ital fought shy. In the spring of 
1987, of financing the US trade 
deficit, the central bankers 
PtoggM the gap. But by borrow- 
ing to buy fistfoDs of dollars they 
gene rated liquidity that fhePed a 
speculative bubble in which 
equity yields lost touch with 
bond nun-kat reality. The October 
crash was a belated response to 
the central bankers 1 attwwp tg to 
damp down the conflagration 
that they themselves h«i begun. 
Yet the people in the futures 
markets, together with the hap- 
less Japanese, took most of tee 
flat 

In 3999 ws saw the same pro- 
cess working in reverse. This 
time the central. bankers and 
finance ministers wars worried 
about dollar strength; add they 
sought to make the dollar 
cheaper through intervention on 
the exchanges when Japanese 
financial Institutions were 
exporting private capital at a 
much faster rate than Japan's 
corporate exporters were piling 
up the current account surplus. 

As so often happens with 
crosobaritar financial flows, the 
forehmers ufled I nfo some of ttw 
right at tee top. 
To the extent that their effects to 
keep tiie dnihw th«m encouraged 
speculative excess in the junk 


bond market, the central bankers 
look a fair target for conspiracy 
theorists. Junk bond investors, 
m eanti m e, would love to have 
foreign minister s fa thdr 

sights; or, more specifically, the 
Japanese Ministry of Finance 
(MoF), which undoubtedly helped 
prick the bubble. By hinting teat 
the Japanese banks should not 
overdo thing* in junk, it "wHe an 
extraterritorial contribution to 
the collapse of the United Air- 
lines detd, which in turn spawned 
the minlrcrash In equities. But 
the maelstrom was small because 
Investors were not convinced 
that the bubble extended beyond 
the junk market. The subsequent 
lank of panic over the demise of 
Drexel Bu rnham Lambert lends 
support to their view. 

It is when we come to the 
Tokyo market slide that the con- 
spiracy theory weakens. For the 
root cause of the problem here is 
domestic. Japan has been export- 
ing private capital to the point 
where the yen is endemically 
weak because its own domestic 
asset trices are hopelessly over- 
blown relative to everyone else’s. 
And it is the bond market reac- 
tion to the decision by Ur 
Yasushi Mieno of tiie Bank of 
Japan to make asset prices a tar- 
get of monetary policy that has 
caused equities to take fright 
The MoF, meantime, begs to dif- 
fer with the Bank of Japan. It 
feels that stability in equity mar- 
kets is an important goal of pol- 
icy and that .Ja pan has A Tnigfiinn 

to provide financial stability to 
the global economy. 

T o Western eyes the notion 
of being stabilised by a 
country capable of valuing 
corporate on an average 

multiple at more than SO (and 
privatisation stocks 00 p/e ratios 
that have ranged up to more than 
200) seems odd. Yet the MoF is 
right oh one tiring: a country test 
sports the world’s third largest 
economy on a land mass which 
could be carpeted wall-to-wall 
Vrithout putting a dent in the 
national budget is bound to have 
asset price Inflation. And the 
inflation in capital values h«»« 
Been feather exacerbated by tight 
planning controls and a tax sys- 
tem that discourages efficient 
land use. Small wander that the 
over-built City of London is now 
crawling with Japanese property 
men in search erf something more 
than a one per cent yield. Or that 
sky-high share prices in Tokyo 
are supported by asset values 
that cannot, in the aggreg ate , be 
realised, but which provide the 
stockbroUzig fraternity with a 
wonderful marketing tooL 
Where Mr Mimin a point is 
in arguin g that asset price infla- 


tion has a distinct monetary com- 
ponent even In Japan. How else 
do you explain the increase in 
the Japanese stock market valua- 
tion basis over the 1990s? The 
only reason asset price inflation 
has failed to leak into product 
prices is that the foreign 
exchange market was liberalised 
Ip advance of t he anmorffo bank- 
ing market: mortgage and con- 
sumer finance is under-developed 
in Japan. But in due course the 
private rapifai outflow vriK c a use 
Inflation to extend to goods mar- 
kets through its effect on the yen. 


W here the Bank of Japan 
and the MoF both have 
a problem is in the 
increasing difficulty they experi- 
ence in trying to control tt all. 
Deregulation and the globalisa- 
tion of markets make tt banter 
for the MoF, however experi- 
enced at to 

prevent equities' collapsing. The 
big four brokers are no longer as 
powerful as they were and the 
new issue system through which 
they rewarded their institutional 
clients for obedient behaviour is 
being overhauled. As the pres- 
sure for increased perfor mance 
builds up in a more competitive 
fund n»m«gwmmt market, the 
temptation for institutions to flee 
overseas rather narticteate 
in the MoF*s stabilisation plans is 
proportionately greater. 

For his part Mr Minim findn 
himself in a bind because bis 
interest rate hikes threaten to 
have a greater effect on the stock 
mnrim* than on the yen. Since 
the mid-1980s the balance of 
Japan’s capital out flow , has 
shifted from bonds to equities. So 
when Japanese band prices rise 
in anticipation of farther mone- 
tary tigh tening , the amttnl out 
flow is not affected as ft used to 
be. Indeed the plunge in domestic 
equities underlines the attrac- 
tions of foreign stocks . quite as 
much as domestic bonds and 
cash. 

This is excellent news for for- 
eigners, since it su gg e s ts test a 
correctio n^ in Tokyo need not 
have an adverse. impact on equi- 
ties. provided foreign equity mar- 
kets msnsgs to keep their nerve 
over the global fall in bond mar- 
kets where the international link- 
ages are firmer. But tt also seems 
to prove an equal and opposite 
proposition to the conspiracy the- 
ory with which we started. 
Japan’s recent experience sug- 
gests that it is perfectly possible 
to impose a correction on stock 
markets; but it is exceedingly dif- 
ficult simultaneously to stabilise 
the currency market. As my Jap- 
anese friend was saying; terrible 
people, those chaps at Salomon 
Brothers. 
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IT Economics Notebook 


Statistics for a new regime 


BRITAIN’S trade performance 
h aw caused the Government so 
many problems over the past 
two to three years, that one 
might have thought the Trea- 
sury would be only too pleased 
to see the back of the mon th ly 
tew le statistics. 

“ Not a bit erf it Britain wffl be 
p ress i ng at a meeting of Euro- 
pean Community economics 
and finanea ministers in BrUS- 
Bels today for swift action by 
the. European: Commission, to 
ensure that the. BG has ade- 
quate trade statistics -following 
tiie creation of the Internal 
market at the end of 1992. 

The impact of the .1992 pro- 
gramme on official statistics 
has been overshadowed by big- 
ger worries such as plans to 
narrow the differences between 

value added tax rates in the 
member states or proposals for 
geononric and monetary union 
in the EC. But the British Gov- 
ernment is beco min g increas- 
ingly concerned that Europe 
will be bereft of trustworthy 
trade statistics after 1992. Xt is 
a concern shared by many 
other member states. 

The creation of the single 
market will mean the disap- 
•" pearance in intra-EC trade of 
the present single administra- 
tive document (SAD) that 
accompanies all goods that 
move flhroad- It is through the 
SAD that trade figures are col- 
lected. 

Political agreement was 
reached among the 12 EC mem- 
ber states late last year that 
trade figures would be col- 
lected in conjunction with the 
payment erf value added tax in 
the countries of destination for 
intra-EC exports. 

However, the Commission 
has yet to produce detailed reg- 
. illatio ns to. translate the politi- 
cal decision into action. 
Although the end of 1992 seems 
a long way away, tiie British 
* authorities fear that time is 
dangerously short for introduc- 
ing a new trade figures system. 


Concern in Britain focuses; 
on the roughly 20 per cent of 
com pani es that are responslbto 
for 80 per emit of UK imports 
and exports. These Anns, 
which wDl be expected to give 
statistics of imports and 
exports on a monthly basis,, 
will need to install new com- 
puter equipment and pro- 
grams. Xt has been estimated 
that this process will take two 
yeara^ and testing the systems ^ 

farther wnirihn Similar . 

problems will have to be over- 
come in the other member 


Neither governments nor 
companies want to do without 
intra-European trade statistics 
in the single market Indeed, as 
business beomes more global, 
there is a strong argument for 
having more comprehensive 
trade statistics. Improved star 
tistics- enable a better co-oriti- 
nation of. policies. They also 
help businesses to evaluate 
ma rket opportunities and 
understand emerging competi- 
tive pressures. 

A recent survey carried out 
by the .Central Statistical 
Office found that UK compa- 
nies opposed reducing the 
detail of the trade , statistics 


The CSO said "a smprismg 
number of -businesses” were 
wflUng-'to provide additional 
data on a voluntary basis and 
pay for the processing of this. 

But even if the Commission 
responds to. the Government’s 
plea and produces details of 1 
the hew regime .swiftly, the 
new-style trade figures will 
almost certainly be less reli- 
able than present gfati a tira 
'The quality of British statis- 
tic in general has deteriorated 
in the last 10 years, adding to 
the volatility of deregulated 
financial markets. Hie trade 
figures - produced through 
what one CSO statistician has ; 
described as a “Rolls-Royce 
system” ~~ have been a notable 
exception. 


■ The Treasury most be ^hop- 
ing teat the UK trade and cur- 
rent account deficits impr o ve 
sufficiently over the next two 
and a half years to spare the 
government of the day unnec- 
essary shocks in financial mar- 
kets when the new regime 
begins after 1992. 

• THE PLANNED German 
monetary union is such a 
novd e n terprise that history ■ 
wm pro Vidft only Hmtorf guid- 
ance to today's -policy makers. 

But in deriing with the prob- 
lems of East Germany’s corpo- 
rate sector, the ex p o i eace of 
Bfoving to the D-Mark from the 
Reichsmark: after the Second 
World War could contain same- 


Xt seeuui more te«w likely 
that East German- savings will, 
be co nv erted at a one-far-one 
rate into D-Marks. Such a con- 
version rate would be devastat- 
ing if applied to the outstand- 
ing debts of. East: Germany's 
industrial gromps.with the East 
German state bank, especially 
if what become D-Mark debts 
have to be serviced at West 
German Interest rates. With 
their low productivity. East 
German* companies would 
quickly go bankrupt 

In 1948, West German busk . 
iMMatea faced snwfly problems. 
The answer was for the West 
German state to convert the 
debt at lower rate, reducing its 
size. Special dahns against the 
Federal Government were 
issued to tiie banking Systran 

to replace its lost assets. 

West German monetary 
experts believe a similar proce- 
dure would work today. It 
would amount to a West Ger- 
man subsidy at East German 
industry- But it would also 
help create a Western style 
banking system In East Ger- 
many by giving- banks securi- 
ties that could be discounted at 
the Bundesbank. 

Peter Norman 


THIS WEEK 


FINANCIAL MARKETS wffl 
receive a wad of IK economic 
statistics .this week and two 
important seta of^ US figures. - 

Bond markets in the UKTwfll 
be watching today’s retail sales 
and Thursday's nimm[fl «j nnwit 
figures for February in particu- 
lar. Thfi median forecast from 
MM5 International, the finan- 
cial research company, 
unemployment will fell by. a 
saasanoBy-adtosted 15^)00 after 
a foil of 22^09 in January. The 
figures wffl show: any loosen- 
ing in the labour niarwip* and a 
poesible slowing to the rate o£ 
decline to miemploytoent. ~ 

Thursday's earnings infla- 
tion figures for January will be 
followed on Friday by those for 
unit. labour rate, which con- 
tinue to accelerate. The year- 
on-year rate is- about &5 per 
cent. The und erly ing rat e of 
average earnings is expected-to 
remain unchanged at 9.25 per 
cent, although seme forecast- 
ers are expecting a rise to 9.5- 
percent 

Of equal interest will be the. 
provisional retail 1 sales figures 
& February. , due out .today. 
After January’s L3 per cent 
&H, the market has forecast a 
slight rise to 02 per cent But 
last week's picture of retgil 
gloom which emerged from a 
CBI/FT survey led to the expec- 
tation -tint consumer riwwumfl 
is now veiy subdued, : 

•Oil Friday^ the jpdex for 

Initirafa-l ul prp dniqU o q art A mm. 

uf&cturing output Ira- January 
and the. public* qecter bonnw- 
ingrequhmnem-fbrl^bniaTy 
are released. ■ . 

There, was a small £5.2bn 
debt repayment' in Janhary, 
the Goverinnerft’s mate-tax 
:gafberiiigm 0 irth.lf -now seems 
certain that , debt repayment 
for 1989J990 wffl .considerably 
undershoot the.'£t 2 ; 6 bn pre- 
dicted in the Autumn 'State- 
ment The market forecast is. 
for a £ 80 Qnr dfett . repayment to 
February, compared to one of 
£lhn the previous year. - 

The figures for manufactur- 
ing and Industrial output are 
expected to show a dse.af 0 A. 
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par cent to January, after a 
drop to the rate of output of 08 
per cent to December. 

In the US. February retail 
sales are out on Tuesday, and 
expected to show a 2 per cent 
rise on the month before. The 
Federal Reserve wffl release its 
Tan Book tomorrow, which 
may yield dues on mon e tary . 


Other important statistics 
and events, wltii MMS fore- 
casts to brackets. include: 

Today: Brussels, EC econom- 
ics and finance ministers meet 
for the last time before the 
April G7 meeting In Faria. 
Basle, Group erf 10 central 
bankers meet. UK, producer 
input (-0A per cent) and output 
(OA percent) prices. 

Tomorrow; Basle, EC central 
bankers meetto discuss mone- 
tary-. . union* -US • current 
account, fourth quarter. 

Wednesday: West Germany, 
GNP, fourth quarter. It rose 1 
per cent to tn&. fUrd quarter, 
and is expected to continue up 
1 on the strength of the economy 
and the prospect of merger 
; with East Germany. 

' Thursday: West Germany, 
.Bundesbank council meeting. 

Friday Japan, Industrial 
production. US, producer price 
index (unchanged cm month), 
industrial production (0J3 per 
cent). Capacity utilisation to 
February (82- per cent). UK, 
average estimate for fourth 
quarter GDP. 
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futures regulation 

Commissions battle 


INTERNATIONAL BONDS 


turns Into open war 


Tough questions for investors in the sterling sector 


THE BATTLE between the 
Commodity Futures Trading 
Commission and the Securities 
and Exchange Commission is 
degenerating Into an ugly 
brawl. The two agencies have 
never been the closest of allies, 
but the rhetoric of regulatory 
competition has become more 
openly hostile than before. 

A more aggressive SEC 
Under the rhw i rmamhTp of Mr 
Richard Breeden is using Con- 
gress's vacillation over the 
reauthorisatkm of the CFTC to 


and the underlying stock mar- 
ket This would squeeze specu- 
lation in the highly leveraged 
futures markets mid cut the 
resulting volatility in stocks, 
the agency argues. 

Futures market participants 
pay only a small part of the 
contract value - usually 
around 10 per cent - in mar- 
gin, since few Intend to take 
delivery of the index that 
the futures product 
But their prvritinpa are moni- 
tored daily and their acco unts 
topped up as the market 
moves. 

The futures players argue 
that professional participants 
in the stock market pay as lib 
tie as they can, and do not 
have to cough up until the end 
of the week. Nevertheless, they 
are prepared to give in to some 
increase in margins in return 
for the SEC backing off on 
complete regulation of stock 
iwiiw products. 

It appears the futures 
exchanges wfll also offer to the 
SEC jurisdiction over index 
participations as a sacrificial 
lamb. The futures industry 
took the SEC to court over 
these products and got them 
classified as futures. Now It 
says there could be some joint 
jurisdiction over them by the 
SEC and the CFTC. 

Congress is looking to beef 
up t he s urveillance powers of 
the CFTC after the FBI probe 
into fraud cm Chicago’s mar- 
kets. This has led to calls for 
extending the SECs might. 

The can for a single regula- 
tor to watch over futures and 
stocks was voiced loudly after 
the stock market crash in 1S87 
and Is resusc i t ate d whenever 
the m xrka ti t are in difficulty. 

But the futures industry 
fears that a dissolution cf the 
CFTC would hand out author- 
ity to different government 
■a ncki for dMnwnt fixtures 
products. The Treasury would 
take over bond fixtures and the 
US Department of Agriculture 
would control farm fixtures, far 
example. 

The regulatory row wQl not 
be over until all sides sit down 
to discuss the issues. And it is 
evident that the ind us try needs 
to put regulatory issues behind 
it, since they take up so much 
time and energy. 


try to extend its own e mpire . 
This has pushed the CFTC 
once more on to the defensive, 
where it is backed by the fori- 
008 fitb iTfts exchanges. 

The battle is supposedly 
being fought over tbs jurisdic- 
tion of an esoteric new product 

afflud va riations on an index 

na rtiHnaHnn developed in var- 
ious forms by the securities 
exrfaangBB. But the roots of the 
tussle go deeper, and have 
dredged up calls for a single 
regulator to control both mar* 


The SEC would like to get its 
hands an the lucrative stock 
index futures, which trade 
unde r the auspices of the 
CFTC and which the stock 

wrl nu ig iffl hlnmo far ft multi- 
tude of sins. The securities 
lobby is quick to pin any 
increase in volatility in the 
stock market on the use of 
stock fWiifff 

The Chicago Mercantile 
ie« ri himg e fg most muter fire on 
stock indices, as its Standard 
and Foot’s 500 index futures 
contract accounts for more 
than 80 per cent of the indus- 
try’s ***** jiufex volume. 

The SEC wants to harmonise 
the margin requirements 
between stock index futures 
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THE COLLAPSE IN sterling 
bond prices in recent weeks 
has raised the question of 
when investors should swallow 
hard and begin buying. 

Anyone holding UK govern- 
ment bonds has had to watch 
yields rise sharply as the capi- 
tal value erf their investment 
has declined. In the non-gilt 
sterling market, the addition of 
other factors to an already 
bleak outlook has made even 
the government market look 
healthy by contrast 

Two events last week were 
symptomatic of the problems 
facing investors in the Euro- 
sterling market. Baring 
Brothers brought a long-dated 
deal for the European Divest- 
ment Bank, it not only Tan into 
a wall of complaint over the 
pricing, which was judged as 
not attractive enough to lead 
to switching activity, but also 
had great difficulty holding 
syndicate discipline at the 
launch spread of 73 basis 
points over a composite of two 
gQt Issues. 

Meanwhile on Friday, Ban- 
son confirmed that it had been, 
buying in its own 10 per cent 
bonds due to mature in 2006. 
This was the latest in a stream 
of such boy-ins as corporations 


have sought to generate profits 
by buying back their bonds 
below par. 

Such borrowers are indicat- 
ing that they think their own 
long-term drat is underpriced. 

In their ahffity and wSting- 
ness to take a long-term view, 
these corporate b or rowers are 
unusnaL Most investors 
looking at the EnrosterUng 
market now are struggling to 
find any justification for 
investing funds. Overseas 
investors have to add currency 
risk to their thinking, but 
there are opportunities for 
such investors to make attrac- 
tive returns via asset swaps if 
they are prepared to take a 

iop g - torm 

Nevertheless, traders say 
there has been little new 
money coming into the market, 
but identify small pockets of 
specific demand for secured 
paper at the long end and, 
from specialised bond funds, 
for high yielding short-dated 
paper. 

Analysts at Credit Suisse 
First Boston have studied why 
UK corporate spreads have 
drifted to levels which are 

>»rm p a ring rfBripnt Working of 

the sterling capital market 

They have addressed the 
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issues of credit and event risk 
as possible explanations for tha 
low current value given to cor- 
porate bonds. The chart shows 
that (he UK matfeei appears to 
have severely misjudged the 
degree of event risk for invest- 
ment grade bonds. . 

For example, over last 
two years, long maturity US 
braids have widened In yfesd by 
around 20 bads points, against 
a 70 basis point widening in 
UK bond yields. This hr desnite 
the US market having experi- 
enced the loss of quality by 
issuers such as KJR Nabisco, 


and tiie collapse In junk bond 
liquidity following Drexel 
Burnham Lambert’s mwNe. 

The GSFB analysts argue 
that spreads against guts of 
Bnrosterling issues have been 
driven leas by economic ftmda- 
meatall Ihm by fund manag- 
ers’ attempts to guess where 
others thiiiic value lies to 
ac cor dingly. 

Thus, although spreads gen- 
erally move in a rational direc- 
tion as the m ar k e t reacts to 
events, neither the starting 
level nor the extent of moves 
has any quantitative basis. A 


good example was the market’s 
reaction in January to the 
a pparent thrwrt of Up to flhn 
of long-dated bonds being 
issued by the newly-privatised 
UK water companies. 

Although such issuance 
would have had no bearing on 
the possibility of existing 
bonds defaulting, and might 
have had a beneficial effect on 
general liquidity, it was 
responsible for a 30 basis point 
widening of corporate spreads. 

CSFB argues that such 
behaviour is evidence of an 
inefiidexxt market It suggests 
that there is even a tendency 
for some investors to ignore 
the market for non-gilts 
because it requires concentra- 
tion on credit analysis in addi- 
tion to macro-economic factors. 

Investors should adopt a 
common-sense approach, buy- 
ing when bonds appear cheap 
even if that means bucking the 
current trend. With spreads at 
historically wide levels, inves- 
tors have an opportunity of 
buying before longer term pat- 
tents are resumed. 

It may be that in advocating 
such an approach to the mar- 
ket, CSFB is laying the ground 
for the belated debut issue by a 
water company at sensible lev- 


els. Such a strategy, whatever 
the fundamental attractions of 
the argument, is risky from a 
syndicate pers pectiv e. 

Last year. CSFB announced 
an intention to make the 
Eurosterling se ctor m ore 
responsive to the interests of a 
wider investor base. 

Although it became the lead- 
ing underwriter of sterling 
Eurobonds in 1989, it learn ed 
the hard way when it brought 
its £400m long-dated Italy deal 
that a small number of institu- 
tional investors believes it has 
a right to set the level at which 
issues can be launched. 

If CSFB chooses to challenge 
that community again, the 
results could be bloody. It stay 
try to bring a water company 
deal at a spread over gilts justi- 
fied in terms of long-te rm fan - 
damentals rather than current 
market levels, arguing that the 
rest of the market is way out of 
line. 

The response from investors 
and competitive syndicate 
rivals is likely to be forthright. 
For all the wrong reasons, the 
Euroeterling market may be 
about to be the centre of atten- 
tion on the Euromarket. 


Andrew Freeman 
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THE CHEMICAL FIBRE AND 
PETROCHEMICAL INDUSTRY IN THE USSR 


We have 20 yean al axpariamca in markating Western 
equipment, accassoriae and rep lac ement parte to tba above 
Industrie*. 


We alter e a al a i a ne e to m a n ufacturing companies seriously 
to tereeted in professional long-term marketing, joint-ventures, 
or wishing to purchase chemical raw materials in the USSR. 


Agenctee and Trading companies should not apply. 

Write Box WB17. Financial Times, One Southwark Bridge, 
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Higher return on your investment 


Iin esl-1 oim 
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Fixed -Term Account* 


You can choose between 14 
different fypes of fixed* 
term account in various 
currencies. 

You wiQ enjoy the following: 
• no tax Uabiiity in Denmark. 
• low charges . 

• favourable e xchange rates 
• professional service 
JyskeBanfcis one of Denmark^ Iar- 
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Abbott Labs row erupts as L®? s 10 " 8 
ousted chairman files suits but tram™ 


A tONG -SMQCLPERING 
boardroom, row faaa Hared into 
toff? open; at AbbottLaborato- 
rby, 4h«t US healthcare group 
winch. l^ts been: a stellar per*- 

former on Wall Street. -. ■ . 

jCbiCBgotamd; company 
announced the rggi griathm (jf 
it8,< Chairman, Mr, Robert 
Schoellhora, on. Friday night 
Immediately, Mr SchoeUhom 
launched a series of lawsuits/ 
seeing injuncthjos, changes in 
the company’s bylaws and 

mnnpfet ry^ ^ 

Mr Schoellhorn’s acrimoni- 
ous dismissal came after six 
mouths of in-fighting among 
executives at Abbott, a battle 
which iwunued -most analysts 
on- Wan Street. . Despite the 
reperfecf manag ement unrest, 
which-, centred cm Mr. Scboel- 
lhorn’s allegedly .autocratic 
personality and shortterm ari- 
attatkm^-Abbottamtmuedto 
generate earnings advances 
which ^attracted the analysts’ 
enthuoastic support .. 

The. first . sign of manage- 
ment . 'problems came last 
August, when Abbott's board 
abruptly dismissed Mr Jack 


Toronto starts 
tra ding in unit , 
that avoids fees 

THE TORONTO Stock 
Exchange has started t rading a 
new type of participation unit 

whleli maWaa jiwaafaim to buy 
an interest In all the stocks 
covered by the Toronto 35 
index. without paying the fees 
charged By mu tual funds. 
writes Bernard Simon from 
Toronto.. 

Known as Toronto 35 Index 
Participation Units (Tips), the 
instrument is aimed at foreign 
institutions wanting a “slice of 
Canada” in their portfolios, 
and retail investors. 

. Eighteen securities dealers 
have underwritten the first 
issnSi which was increased by 
24 per cent last week to 
C$M8m to meet demand. , 
-.The Tips take the form of 
unife of a trust created by fhe 
exchange. The trust’s assets 
axe the shares of the 85 compa- 
res which make up the index, 
beM-fcrthe «™ proportion as 
they 'are reflected in the index. 
Units are valued at about ohe- 
tenth oT tba-index level, with 
the inttlaP price set at C$20 
apiece.' " • ■ * ■‘ , - 


Scfanfer, the company's presL 

item a,™ dr y f n pwreting . nf ft. 

cer, effing “differences in phi- 
lDsopby” between Mr Schuler 
and Mr SchoeUhom. Mr Schoo- 
ler was the third president to 

have beaiunespectedly ousted 
by SchoeUhom In eight years.' 
A few months later it emceed' 
tint Abbott’s board had been 
deeply .disturbed by the clash 
betwpen the company’s two top 
executives -and. had conducted 
^ set. oC .secret Interviews wgh. 
Abbotfs othersenior Tymnqj g flr* 
tocanyass th^ropiniohsabont 
Mr SchoeUhom. 

These interviews apparently, 
showed widespread antago- 

nlum and itimatiffafrinn mth 

the chainnan. One of the key 
points of contention was the. 
promise .made early in the 
1980s- by Mr SchoeUhom that. 
Abbott’s earnings per - share 
would grow by. at least 15,-per 
cent every year. 

.In the last year .Abbott’s two 
most important businesses.— 
infant- feeding formulae- and 

itingnnatif ^ nipinffl rf . — . liaro . 

faced- increasing. w»F>y g*t rto ni 
potentially thre a tening .thelS 


per cent target. Accordfng to 
several Abbott ex e c u tives, Mr 
SchoelThom’s response was to 
taftiatean undesirable squeeze 
on research .and development 
and marketing ' costs. The <fls- 
pate over research funding was 
said to have been at the heart 
of ' the clash between itt 
ScboeHbpm and Mr Schuler. 

.Tn December, after another' 
apparently stonhy board, meet- 
tog. Mr SchoeUhom snnmmoed 
that hs.woidd take early retire-, 
mart in August, instead of can- 1 
tiftmhg Hum J993 88 Irad lw»i 
ex p ected. The 'board appointed 
Mr Duane Burnham, formerly 
Abbott's chief financial officer, 
as chief executive and indi- 
cated that- be would takB over 
as chairman fo - Augtmt. Alter 

last- West’s Awiti Mr R mutiarn 

has been., a p p oi n t e d chairman 
with immediate effect 

Mr Burnham .said last 
December that research and 
marketing expenditure might 
take priority over short-term 
profit growth in f utur e. “We 
have consistently said that 
during some periods we might 
pot earn 15 per cent” 


Pathe pays $50m deposit 
toward MGM/UA offer 

By Alan Friedman in Los Angeles' 


MR G1ANGARLO Farrett!, the 
Italian financier who - on 
Wednesday will begin a $L26bn 
cash tender offer for MGM/UA. 
the- Hollywood film and televi- 
sion wfavhn, h»Q winAt an inWal 
$50m security depostt. . - 
The $50m payment was 
transferred jon_Fridsy by Fathd 
C omnrnnlcatloaia . Mr Famtf£s«. 
Hollywood studio, to an escrow * 
account at the Security Pacific 
National Bank in Los Angfles, 
according: to a FathA executive. 
The deal palls for a further 
three g50teescrow paymente'to 
be made in April. May and 


June. The depostt: has not 
dampened scepticism on the 
part of analysts .over FathA’s 
ability to finance the MGM/UA 
acquisition, wMtfo calls for Mr 
Parretti’s ™mp m i y to take on 
an' estimated $393m of MGM/ 
UA submdlnated iMunihTO as 
.well as tnakfaig a tender " ftw 
at $20 per share. - ••• 

PathA has also guaranteed to 
MGM/UA 975m of the net. 
distribution proceeds of cer- 
tain movies,, inclndiog the 

forthc oming fiftn miaptntmn rff 

John Le *GarT6-B: The Rusaia 
House. 


Elders borrowings cut by half 


ELDERS -ITT., the - Australian 
am^omexate, has reduced Its 
borrow ings by about AlfiOOm 
(USS6B2m) to recent noafes io 
AJlbn, said chataman Mr John - 
ffihott. Boater reports. 

' He said Elders planned to 
release a. completed balance 
sheet when Its propored pub- 
for-brew e ry tentnre with Brit- 


ish brewer Grand Metropolitan 
was flnntinni 

fyfe will be able to show a 
balance sheet to the next cou- 
pte of weeks vridch will show 
that' the company will nHjl be 
very - strong and i^l have a 
one-toone gearing ratio- and 
■between three aad^four times 
interest cover, “ Mr gmo*t said. 


. Fan Am’s operating loss 
increased to flso.lm in the 
latest quarter, from 9U0J&m to 
U W A 

Operatlng revenues, 
improved 6.9 per cent to 
9889.9m In the latest three 
months. Operating expenses 
grew m3 per cent to 9130m 
from 3960.4m. This was attri- 
buted to a 85 per cent Jump In 
fad-expenses, from $129.4n to 
the 1988 fourth quarter to 
9174.7m. 

Pan American World Air* 
ways reported a net loos in the 
fourth quarter of $ 162 3m 
a g a inst a loss of 963.6m a year 
eaxfier. The atettne’s oper a ting 
lees in foe latest quarter was 
9148.8m compared with 
.91173m In 1988. 

The <wwpmiy ««m it emtto- 
ned to suffer from declining 
traffic - and fare yields on 
Atlantic r outes. Pan Am has 
had trouble attracting passen- 
gers since the bombing of a 
flight over Scotland shortly 
before Christmas 1988. How- 
ever, in January, passenger 
traffic was 23 per cent higher 

Mian ]n 111 * Mm* month of 
1968, while February’s traffic 
gained 26 per cart over Febru- 
ary 1988. 

For file year, (he parent 
M-T-y tinned to a net loss 
of 9336.6m or $231 a share 
a loos of 372.7m or 51 
cents a share to 1988. The 1969 
results Included a eain of 
fiinsm from the —la of Its 
Fan An Wodd fla. vitas dM- 
ston. Ite' predou year's fig- 
ures include d' an extraordi- 
nary gain of 989Jm. 

The -company’s oper a t i ng 

ln« ihi i m i fm I * i1 tn VgOS Sm in 

1989 from 9833m to 1888. The 
a lf WlM mli^MIf y 1 * im* Um fw 

1989 grew to. $4370m from 
91183m a year ago. ' 
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Japanese union hits at investor power 


picks up 

By Karan Zagor - 
• In New York 

PAN AMi the bnMhip eri m pauy 
for Fan American Wcrid Air- 
ways, ~ reported a sharp 
increase In net loss for the 
fourth quarter and 1989, 
although passenger traffic had 
picked up to January and Feb- 
ruary this year. 

TVw* fmlHhig fl i mpm^ g lint 

loss to the fourth q ua rter of 
1989 grew to 81783m or 9131 
a. share, compared with a loss 
of. 951.7m or 38 cents a year 


By Stefan Wagstyf in Tokyo 

JAPANESE Workers have 
launched a wmipgig n to try to 
rid their company of Mr Mttso- 
hfm Kotani, a nnfnHnw^ 
market ^peculator. 

The Z,W0 employees of Koku- 
sai Eogyo, an aerial survey 
operator, are threatening to 
strike unless Mr Kotani, the 
biggest shareholder, resigns. 
The company's trade union 
says the company’s reputation 
with customers has suffered 
since Mr Kotani took control In 
a spectacular boardroom coup 
in 1988. 

The union says things have 
got worse since the beginning 
of. this year when Japanese 
newspapers ran stories about 
financial dealings between Mr 
Kotani’B to v eetm ent company, 
Koshin, and an aide to Mr 
Yasuhiro Nakasane, foe former 

Prhnfl' Minister 

“Stock market speculation 
has nothing to do with our 
business said Mr Junichi 
'VnTT«»f [ the trade union’s gen- 


eral secretary. “There’s no 
other way than for Mr Kotani 
to resign.” 

The row highlights a grow- 
ing aw ar eness among Japanese 
people of the power of stock 
market investors to control 
companies. 

Disputes between labour 
wninng and owners were com- 
mon in the 1960s when Japa- 
nese unions were militant, but 
have since become rare. 

Mr Kotani, a prope rt y devel- 
oper and stock market operator 
who started his career as a 
salesman at Daiwa Securities, 
made huge profits from the 
equity boom of the 1990s. A 
f a vo u red tactic was greenmail 
- buying shares with the aim 
of forcing a target company to 
buy them back at -a higher 
price. 

Greenmail apparently was 
his original Intention at Koku- 
88i Kogyo. Koshin, previously 
known as Korin Sangyo, 
started baying shares in Hoku- 


sai in mid-1987 and, with asso- 
ciates. built a 43 per cent stake. 

But Mr Kenzo Masuyama, 
Kokusal’s chairman and 
founder, and his son, Mr Akira 
Masuyama, the president, 
refosed to buy back the stock. 
So Mr Kotani decided to take 
over the company. 

Then to a surprise volte-face, 
Mr Masuyama senior betrayed 
his son and pledged to vote his 
15 per cent shareholding with 
the raiders. Mr Masuyama 
junior demoted his father from 
chainnan to consultant bat 
coaid not stop the acquis- 

Mr Kotani installed his own 
managers and started playing 
such an active role in the man- 
agement that staff called him 
“the shadow president." 

His main contribution has 
been to accelerate the compa- 
ny’s efforts to sell assets, espe- 
cially valuable land in central 
Tokyo. In recent weeks, Hoku- 
sai has absorbed two subside 


Italians queue for Eurofunds 


By Norma Cohen 

IN AN otherwise becalmed 
Euromarket, Italian financial 
institutions are providing a 
rare source of new business for 
lenders. Indeed, so many bor- 
rowers plan issues that the 
Bank of Italy is said to be 

unfarring an mfnnr m l queuing 

system to prevent a glut. As 
many *« is mandates are «aid 
to be expected between now 
and the mid of April. 

Jnst launched for syndica- 
tion on Friday is a EcnlSOm 
10-year deal for Cariplo’s mort- 
gage credit division. The loan 
begins amortising after six 
months and has an average life 
of 5K years. Each of its two 
tranches carry a margin of 15 
haaia fwinte above *ha London 
interbank offered rate (Libor) 
for the first -four years. Hiring 
to 17% basis points in the 
remaining years. There is a 10 


basis point commitment fee. 

Also in the market is a 
L50bn five-year term loan for 
Medlocredtto daiia PngUu. Citi- 
corp Is arranger on the loan, 
which carries a margin of % 
over Libor. 

Another Medlocredtto unit, 
Hediocredito Piemontese, has 
mandated R»nea firernnarriala 
Italiano to arrange for it a 
two-tranche loan totalling 
Ecu30m. The EculOm five-year 
tranche carries a margin of 21 
basis points over Libor, while 
flw BwiMm carries a margin of 
26 basis points over Libor. 

S.G. Warburg will begin 
shortly the syndication of a 
$1.7bn two-year credit for 

PafHtt Se fifthmm. The fwmlit, 

with £200m in convertible 
bonds offered by way of rights 
to Reckitt shareholders, will be 
used to finance the 9135bn 


acquisition of the Boyle-Mid- 
way division of American 
Home Products. They will 
replace »H«Hng Reckitt cred- 
its, which will go into techni- 
cal default. 

The loan - terms have not 
been disclosed - has been 
underwritten by Barclays 
Bank, Midland Bank, National 
Westminster Bank, Citibank 
and Warburgs. 

Standard & Foot’s, the US 
rating agency, said the debt 
fmanring was “likely to have a 
significant Impact on the 
group’s flwwnrial structure.” It 
put Reckitt’s top A-l + 
shortterm rating under review 
for a possible downgrading. 
Moody’s also said it was 
reviewing its Prime-1 rating on 
Reckitt & Colman's US and 
Euro-commercial paper pro- 
grammes. 


IPMA ‘must broaden membership base 9 


THE INTERNATIONAL 
Primary Market Association, 
the trade organisation of new 
issue underwriters, must 
expand Its member ship base to 
include firms active in 
Europe’s domestic capital mar- 
kets, said chairman Mr Mich- 
ael von. Brentano, writes 
Nonna Cohen. 


Mr von Brentano said at 
IPMA’s animal general meet- 
ing that, although full member- 
ship had so farbeen KwrftM to 
underwriters of international 
debt and equity issues, regula- 
tory changes in Europe wore 
blurring distinctions between 
domestic and International 
issues. 


Currently, only half the 
member states of the European 
Community have securities 
firms which are members of 
IPMA. 

Failure to «»«p™i the mem- 
bership base could consign 
IPMA to a more marginal role 
in regulatory matters, Mr von 
Brentano .said. 


iaries involved to real estate 
finance - Sky Real Estate and 
Toys Lease. 

According to the Japan Com- 
pany Handbook, Hokusai has 
trebled real estate sales during 
the last year and has expanded 
sales of securities holdings to 
offset a sharp increase in inter- 
est payments. Kokusal’s pre- 
tax profit, including gains on 
asset sales, is expected to hit 
Y3.6bn ($23.8m) in the year to 
March 2990, a 75 per cent 
increase on 1S89. 

Mr Kamei. the trade union 
official, said yesterday that res- 
ignations among the staff had 
doubled since Mr Kotani 
arrived - from 60-70 a year to 
120. Some 90 per cent of the 
company’s clients were public 
authorities, which were con- 
cerned about doing bu si ness - 
with Kokusai for fear that 
information gained through 
aerial surveys might be used 
by Mr Kotani for speculative 
purposes. 

HAECO lifts 
payout as 
profits rise 18% 

By John Efflott 
in Hong Kong 

RISING labour rates and other 
increased costs have checked 
the performance of Hong Kong 
Aircraft Engineering Company 
(HAECO), the aircraft mainte- 
nance subsidiary of the Swire 
Group. 

Attributable net profits were 
HK82753m (US$35.4m) for 1989, 
18.6 per cent above 1988’s 
HK$232.6m, on a 20 per cent 
increase in turnover from 
HK$L20bn to BK$1.45bn. Prof- 
its in 1988 rose by 333 per cent 

The company is increasing 
its dividend fiiom 63 cents a 
share to 74 cents with a final 
payment of 52 cents. 

Hong Kong companies are 
feeing sharply rising labour 
costs because a general short- 
age of labour has been wors- 
ened by a brain drain of people 
emigrating to obtain foreign 
passports before the colony 
r et ur ns to Chinese sovereignty 
in 1997. 

HAECCs workload has been 
boosted by the expanding air- 
craft fleet at the Swire Grom’s 
Cathay Pacific Airways. The 
aircraft include second-hand 
Lockheed Tristars, mostly from 
Eastern Air Uses of the US, 
which HAECO refurbishes. 



Alahli Bank of Kuwait (K.S.C.) 

phempo w wrfi wrfc rttB O ammmnU Oo mpta l m Uwo/Kuwot) 

US$50,000,000 

Floating Rate Notes doe 1992 

Notice is hereby given that the Rate ot Interest has been (bead at 
8.8125% and that the interest payable on the relevant Interest 
Payment Date, September 12, 1990 against Coupon No. 12 in 
respect of US55.000 nominal of the Notes will be US$22531 
and in respect of US$250,000 nominal of the Notes will be 
US$11380.42. 


12 March, 1990, London 

E^Cttfcank. N-A- (CSSI Dopt). CfTlBANiO 


OPFENHEXMER MANAGED ASSETS COMPANY 
SICAV 

Notice to Holders ef Bearer Shares 

A1 aa Extraordinary General M eet ing of Shareholders of Opp en b ann er 
Assets C ompan y rOMACT) bdd on 31st July 1989 the tesohdion 
a published is the Pinwidai Times cm 6cb July 1989 end in the Luxembourg 
Official Gazette (the Manorial!, the La x cmb o u ig er Won and the Le tz ob u o r ger 
Journal on 29th June 1989 and 15th July 1989 were passed by the 
Shareholder*. Aa a result, Conner Shareholders in OMAC now hold shares ia 
Gartmoce Pantheon Fund (‘T’antbeou’T. 

Holders of beater abates are now Inv i ted to submit their OMAC bearer dune 
certificated) to the Paws Agent. Basque Gtuirate do Luemboms, 27 
avenue Monterey. L-2951 Luxembourg for exchange for bearer shares 
cer tificat es in Pantheon. Sh ar eholders are r eminded that foBowing the p as ting 
of Resolution 4, the abates in each Puud were subdivided into Five new share* 
and that the new bearer dare certificate^) in Pantheon will there fore represent 
five times the n timber of shares previously held In OMAC. 

Shareholders are advised ihat with effect from 15th March 1990, only 
Gartmore Ptunheioa bearer share ce rtifi c a tes shsB be of good defray at the 
Luxembourg Stock Ranhange 

Gartmore Luxembourg &A. 

28th February 1990 


SOOETE GENERALE 
JPY 7500000000 

Reverse Floating Rate 

Notes due 1991 
For the period Match A 1890 to 
September 9, 1980, the notes 
irtl boar an interest rate factor 

at 1,3405%. 

The interest on September 
10, 1990 against coupon nr 8 
w«be JPY134S50, 

The Principal Paying Agent 
SOCETE GENERALE 
ALSACIENNEDEBANQUE 
15, avenue EmHe Reuter 


To the HoMers of Warrants 

co subscribe for shares ot common stock of 

Nissho Corporation 

issued in cottfimctioii with 

U.S. $120,000,000 
5 per cent. Guaranteed Bonds due 1992 
Notice of Fne Distribution of Shares 

Pursuant to sub-dansea (A) and (B) of Clause 4 of the Instrument 
dated 16th September, 1988 under which the above described 
Warrants (the “Warrants”) were issued, notice is hereby given that 
Nissho Corporation (the "Company”) will make a free distribution 
of shares of its common stock on 18th May, 1990, Japan time, co its 
shareholders of record on 31st March, 1990 at the ratio of 0.1 share 
for each one share held. The transfer agent of the Company will be 
closed on 31st March, 1990. Therefore, a bolder of any Warrants 
wishing to be entitled to this free share distribution must exercise his 
Warrants and be a shareholder of record of the Company at or prior 
to 15.00 hours. Japan time, on 30th March, 1990. This free share 
distribution is subject to the condition that 4,000,000 new shares of 
common stock proposed to be issued by the Company through a 
public offering in Japan shall be issued on 31st March, 1990. 

If such free share distribution is made, the Subscription Price at 
wtridi shares are issuable upon exercise of the Warrants, currently 
3,116 Japanese yen per share, will be reduced pursuant to Condition 
7 of the "forms and Conditions of the Warrants. Because of the 
condition precedent to the free share distribution and the proposed 
issue of new shares mentioned above, the Subscription Price, as 
adjusted as a result of the free share distribution, is not determinable 
now. Farther notice will be given about this matter. 

The Daiwa Bank, Limited 
on behalf of 

12th March, 1990 NISSHO CORPORATION 



March 12, 1990. London 
By: CHxmfc NA {CSSI Dept), Agent Bank 


OTIBANO 



ReyaUktvico Limited 
03. $150.000, OM 
Pleating Rate Subordinated 
■ Capital Debentures Dim 2085 
Notice is hereby given that the rate ef 
interest for the six month period 
]2 March 1990 to 10 September 1990 has 
been fixed at a*n2fi per cent The amount 
parable pa - 03 $50,000 Note on 
H) September 1990 wiH be U.S. $440.46 
agamsc Goupon No. & Hie amount 
payable per U.8. $9)0,000 Note wHl be - 
u7s.S4404.65 against Coupon No, A 
Bank of Montreal as Agent 


UBS Phillips & Drew 


STERLMG BOM> STATISTICAL DATA 

WORLD CAPITAL MARKETS 

fungi*. , i ~ fi :.i ' -rrmsmmi 

1990 Edition 

■ Details of all current issues over ElOm 
contained in 48 pages. 

■ Return from equities, bonds and cash 

-Bulldogs 

■ Analysis of 

-Corporates 

-1989. the year' 

- Eurosteriing 

-19808, the decade 

■ Semi-annual update due July 1990 

■ weighting mechanisms, volatility, correlations 

■ Price: El 00 per annum 

■ Price; £100 


EnquirfM and ort«w to: Baitaura EiwmB 
UBS PMfflps A Drew 
100 Liverpool Street - London EC2M 2RH 
Telephone 01- 901 3181 



UBS Phillips & Drew 
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INTERNATIONAL CAPITAL MARKETS 


US MONEY AjfJD CREDIT 

Fed tug-of-war with White House 


RIDING Ofi the coat-tails of an 
upwardly mobile dollar, US 
credit markets held their own 
las t week until confronted by 
news that the US economy has 
been generating jobs at a rapid 
rate. 

The employment data were 
bolstered fry all sorts of special 
events, but the underlying 
trend was strong enough to 
increase the still faint mur- 
murs in the market that the 
Federal Reserve's next move 
might be a tightening rather 
than easing of monetary condi- 
tions. 

While some of 0% talk on 

A tug-of-war between 
Administrations and the 
Fed over economic policy 
Is a high-stakes game In 
Washington . . . The 
Administration has made 11 
abundantly dear already 
that It believes lower 
interest rates are called for 

Friday was about the 372.000 
jobs created in January, most 
of it focused on one job - that 
of the nhairmanahip of the Fed- 
eral Reserve. 

"A long-time adviser” of 
President George Bush said the 
President was “mad as hell” 
that Mr Alan Greenspan was 
refusing to lower interest rales 
to stimulate the economy, 
according to a report in the 
Los Angeles Times. 

If he carried on like this, Mr 
Greenspan’s Chances of being 
re-aoucmted to the chairman- 
ship of the Fed when his term 
expires in August next year 
were sMm at best, the adviser 
said. 

White House officials 
promptly denied the report and 
Mr Greenspan won stirring 
endorsements from Democrats 
and Republicans ainm in Con- 


But many in the markets 
considered that the story 
should be treated as serious 
politics. They pointed, for 
example, to the met that the 
report appeared In tbe Los 
Angeles Times. The paper has 
the standing to give the story 
enough but not too much credi- 
bility. Investors would have 
been rattled If it had appeared 
in the New York Times or Wall 
Street Journal, which are bet- 
ter plugged into the Adminis- 
tration and the markets. 

A tugof-war between Admin. 
istraUons and the Fed over eco- 
nomic policy is a perennial 


high-stakes political game In 
Washington. It Is never too 
soon for an Administration to 
start playing the reappoint- 
ment gambit, particularly with 
mid-term congressi onal elec- 
tions looming this autumn. 

The Bush Administration 
has made it abundantly clear 
already that it believes lower 
interest rates are called for. Mr 
Nicholas Brady, the Treasury 
Secretary, told Congress last 
Thursday that the current rise 
in rates is “a concern to the 
Administration." Someone 
within the lower interest rate 
faction of the Treasury was 
considered by some observers 
as the most likely leaker. 

Mr Greenspan recently told 
Congress that the economy 
was pairing up steam and so 
was increasingly unlikely to 
slip into a recession. Curbing 
persistently firm inflation was 
his main policy priority. 

Quite what Mr Greenspan 
and other Fed officials thought 
of the LA Times story will 
probably not be known. But it 
is tempting to read some sort 
of signal into the behaviour of 
the Fed funds rate on Friday. It 
rose to 8.30 per cent because 
the Fed foiled to add reserves 
as the market had expected. In 
recent weeks the Fed has been 
very conscientious about keep- 
ing tbe rate bang on Its per- 
ceived target of 8V4 per cent 
Did tbe Fed let the rate rise as 
a warning to the Administra- 
tion to leave the Central Bank 
alone? 

It was impossible to con- 
clude that the rise was purely 
a technical matter, said Griggs 
and Santow, the money market 
economists. 

Thus investors and traders 
will be watching Fed funds 
closely this week in case the 
Fed is making a more overt 
policy signal than just a one- 
day protest against Adminis- 
tration meddling: 

Recent economic data, par- 
ticularly the employment fig- 
ures last Friday, “spell out fur- 
ther near-term upward 
pressure on interest rates - 
especially short term rates - 
because they shift speculation 
away from monetary ease 
toward monetary tightening." 
said Salomon Brothers credit 
market economists on Friday. 

Moreover, this further firm- 
ing of market rates will con- 
tinue to support the dollar just 
when central banks are trying 
to batter it down. Heavy inter- 
vention last week only worked 
to that end on Monday. In sub- 


sequent days the best the cen- 
tral banks could achieve was 
to slow its rise. 

Ironically, it was foreign cen- 
tral banks themselves which 
contributed directly to the rise 
in short-term interest rates. So 
far this year they have liqui- 
dated ffUbn of US securities 
through the New York Fed to 
fund t hei r intervention. Yields 
have risen to accommodate the 
selling with, for example, two- 
year Treasury notes rising 23 
basis points last week alone. 
By comparison, the yield of the 
benchmark 30-year bond rose 
only eight basis points, thanks 
to some genuine buying by 
investors. 

Mast people on Wall Street 
realise what is driving the dol- 
lar, “it is important to appreci- 
ate that tbe dollar's strength 
does not reflect an increased 
flow of funds, a vote of confi- 
dence in current economic 
polices or an improved eco- 
nomic outlook, 1 * said Griggs 
and Santow. “No, this rise in 
the (foliar is largely a reflection 
of growing concern about the 
prospects for tbe economies of 
Germany and Japan.” 

Even so. US markets got a 
little worked up about the 
employment figures on Friday. 
Not only did February’s figure 
for new Jobs come in for higher 
than forecast at 372,000, but 
January’s was revised up to 
3324)00 from 275,000. 


Last month's figure was 
pumped by the hiring of 30,000 
census takers, the return to 
work of TQ^WO of the 97,000 car 
workers laid off in January 
and a further increase in the 
number of construction work- 
ers, thanks to the relatively 
mild winter. 

Still, rates like that could 
mean that the gross national 
product could grow in the first 
quarter at an annual rate of 
between LS and 2 per cent But 
not all economists believe 
growth is returning to a sus- 
tainable higher rate from its 
brush with recession late last 
year. 

Bidder, Peabody argues, for 
example, that the rate will fal- 
ter again in the second quarter 
when higher interest rates will 
exacerbate the sluggish pattern 
of retail sales. A foretaste of 
that is likely tomorrow wheat 
February's retail sales are 
released. Because of an &9 per 
cent slide in car and truck 
sales last month, retail sates 
might show no growth from 
January. 

But while these domestic 
economic signals will not be 
lost on the market, it will he 
the dollar and the course of 
interest rates abroad which are 
likely to continue to set the 
tore of credit markets on Wall 
Street lor a while. 

Roderick Oram 
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Invest Now in 
Germany 


The collapse of barriers that sep- 
arated Europe into East and West 
for decades has created attract- 
ive investment opportunities in a 
rapidly changing political environ- 
ment Previously untapped con- 
sumer markets in Eastern Europe 
are opening up to Western and 
Asian products, technologies and 
services. 

West Germany, a driving force 
behind the integration of Western 
Europe and the continent's most 
dynamic economy, is the logical 
bridge between East and west 
Bordering on three East European 
countries. West Germany serves 
as a platform for access to the 
entire East European market- 
place. For numerous West German 
corporations this unique position 
adds great potential for expansion 
and growth for many years to 
come. For this reason it is well 
worth investing in selected West 
German companies poised to gain 
from the emergence of these new 
markets. 

If you want to benefit now from 
the added growth potential of 
West German corporations, talk to 
Hypo-Bank, West Germany's oldest 
publicly-quoted bank and one of 
the nations's leading financia l in- 
stitutions. 


Hypo-Bank’s expert teams of 
researchers, securities analysts, 
economists and portfolio man- 
agers pool their long experience 
and market knowhow to provide 
their clients with the finest in per- 
formance-oriented investment de- 
cision-making. These capabilities 
are supported, for example, by a 
significant local presence in East 
Germany, where the Bank is open- 
ing a total of 20 branches. 

To find out howyou too can prof- 
it now from the many new Europe- 
related investment opportunities 
already on the horizon in Germany, 
contact one of our specialized 
teams of professionals in Munich: 

Portfolio Management Services: 
Andreas Muth, Telephone: (89) 
2366-8661, Fax: (89) 2366-8589, 
Telex: 5286546 
Institutional Sales: 

Christme -Seubert, Telephone: (89) 
9244-6120, Fax: (89) 9244-6140, 
Telex: 5213886. 
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Investment Banking 
in the finest Royal Tradition 


HYPO-BANK, Bayerische Hypothekenr und Wechnel-Bank AG, Theatin erstraasc 11, D-8000 Munich 2 


UK GILTS 


Pessimism could favour the brave 


A WEES before Mr John 
Major, the Chancellor of the 
Exchequer, presents his first 
Budget, a mood of despon- 
dency and gfoom pervades the 
gilt-edged market 

This week's raft of economic 
indicators could, if favourable, 
brighten the market's spirits. 
But, hke a pessimist, it is cur- 
rently of a mind to see the 
gl P5$ half empty, rather than 
half fun. 

Prices for long-dated gilts 
continued to foil last week. 
Yields at tbe long end are now 
within a whisker of 32 per cent. 

The bellwether Treasury 
il% per cent 2003/07 is now 
t rading below DBT. witting 
Friday evening at 1U98 per 
cent The declines were mostly 
driven by futures, but when 
the cash market did get acti- 
vated late, in the day the pre- 
dominant reaction was to seU 

Mr Mafor is not the first 
Chancellor to face a difficult 
time in the weeks before a 
Budget. In March 1988, Mr 
Lawson was forced to change 
course on his DM3 target 
because of Prime Minister Mar- 
garet ThatcheriS opposition to 
currency intervention; also toe 
indicators were ambiguous. 

Last March the indicators 
were similarly ambiguous, but 
in May, toe pound's foil forced 
a rise in interest rates. In toe 
end, this too received approval 
after the event on toe basis of 
revisions to data which mod* 
tbe economic situation dearer 
by suggesting that growth 
remained robust. 

It is remarkable that now, 22 
TwnnthB after Mr Lawson began 
to apply the dampers to an 
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overheated economy, it is pos- 
sible to have conversations 
with rtffteinis which conclude 
that the full effects of the mon- 
etary tightening still have 
some way to go. 

In official circles there is 
concern that the retail sector is 
stffi quite buoyant Consumer 
borrowing is not accelerating, 
as some thought was in d icated 
by January's figures; the prob- 
lem is that borrowing is not 
decelerating. 

The Confederation of British 
rndnt& ryp ffn»nri*i Times dis- 
tributive trades survey also 
seemed to underline the 
strength of sales rather than 
weakness. Growth in MO is 
consistent with this 

Real income growth seems to 
be the main factor behind this 
resilience; continued growth in 
employment is exacerbating it 
Average earnings are forecast 
to have grown by 9% per cent 
in the year to January. Unem- 


ployment, which is turning out 
to be one of the longest lagging 
indicators. Is forecast to have 
fallen by 15400 in February. 
But it could be more - fore- 
casts have undershot before. 

Last Friday’s revisions to 
employment data were hardly 
good for the Government 
either. When, this week, they 
are incorporated into the 
labour market figures, produc- 
tivity growth will be lower 
than thought while unit costs 
will be higher. 

With the near-term inflation 
outlook ghastly, no wonder the 
authorities are having collec- 
tive kittens over sterling’s dra- 
matic fan. Only a little over 
two weeks ago the Treasury 
and Bank were hasting in tbe 
warmth generated by sterling’s 
rise above its pre-Lawson resig- 
nation level.. Since then the 
pound, on trade- weigh ted 
terms, has fallen 4 per cent 

The risk that base rates win 
have to rise has now increased. 
The Bank, which reportedly 
intervened substantially and 
unsuccessfully on Friday, has 
always held that intervention 
alone is not sufficient to alter 


the course of a currency. AH 
the Bank succeeded in doing 
on Friday was to provide cheap 
dollars to the market. 

Most of the falls seen in UK 
asset markets have had little to 
do with what the economics 
data suggest about the econ- 
omy. Politics are exerting a 
powerful influ ence on the mar- 
kets. 

The only respite from the 
latter will be if, tike water pri- 
vatisation, the poll tax furo re 
proves transitory. But between 
now and the end of the month 
toe market has the Budget the 
mid-Staffordshire by-election 
ami the trade figures to negoti- 
ate. During this time the Japa- 
nese and West German mone- 
tary authorities may tighten 
their respective monetary 
screws another notch. 

It is a brave investor who 
would commit funds to the gilt 
market in such an environ- 
ment, with such large 
unknowns. But for the brave, 
there is always the first law of 
speculation to fall back on: 
when everyone is a seller it is 
time to buy. 

Simon Holberton 


Amax Gold increases gold output 


AMAX GOLD, an 87 per 
cent-owned subsidiary of 
Amax, the third largest US alu- 
minium group, seems dose to 
securing its ambition of becom- 
ing the producer of SOOJOQO troy 
ounces of gold a year by pay- 
ing $KSm cash, for the 40 par 
cent of the Hayden Hzfl Gold 


Venture in California it did not 
own, writes Kenneth Gooding. 

Amax Gold expects this year 
to produce about 310.000 
ounces of gold. When Hayden 
H2H starts in 1992 the Catifor- 
nig** mine is forecast to have 
an annual output of 145,000 
ounces of gold. 


FT/AIBD INTERNATIONAL BOND SERVICE 


OS MUM 

STuuarra 
ABBEY NATIONAL B% 1 
ABN 9% 94,. 


AETNA LIFE & CAS 7% ™- 

AHFCD/SFINU.% 9* 

ALBEKTA-PR0V1KCE7% 91__ 

ALBERTA, PR0VINCE9H 96 

ALCOA AUSTRALIA 11 92. 
American gekcbm.9% **.„ 

ANHEUSER-BOSCH 9% 42 

AUSTRALIA 


AUSTRALIA 11 HOD 

AUSTRALIA*! WHEAT 9%1 

AUSTSIA7T, 97____ 

AUSTlUA8>,«Ki 

AUSTRIA8%<»___^n 
BANK OF TUCYOWb 4H 

BANK OF TOKYO 10% 

SAUK of TOKYO 

BARCLAYS 4BBEYMV1 

BARCLAYS JERSEY 1»%1 

BELOW* 

BEXJEUmWalM 

UELSIUM 9% SeJM 

flEXAWE3rr*or7%i 

BFCE7V93~HHH 
BFCET%97 

BK NOVA SCOTIA 7% 911 ML. 

BMPS', 9« 


8NPB%43- 


BP AMERICA 96 Taj 
BP CAPITAL** 99_J 
BP CAPITAL 11% 92. 


SAW COL. HYDW 12% 9B_ 

BRITISH TELECOM CM IV 
CAMPBELL SOUP 10% 99L- 
CANADA 9 46 

CANADA IIUOJ 


CANADIAN PACIFIC lOV 1 
CCCE-M, vBKSM 

Ctumisi MIIIIIU u JN 

CSPME7%42.___ 

CHEVRON COUP 8% 96. — I 

S^%PM5i5jVE9%9 

COMM BK AUSTRALIA 10 « 

C0MMERZ8K0JS FIN B%9 

CONTINENTAL CAP 11% IS. 

COUN CIL EUHOPEB96 

CREDIT FDNCKR 7% 94__ 
CREDIT NATIONAL 7% 92— 
CREOTT NATKHWL B%93_, 
CREDITANSTALT 


ISO 98 
2D0 98% 

200 15% 

100 100 % 
330 91 

600 100 
SD 100% 
100 99% 

100 98% 

200 HB% 

lOO 101% 

200 99% 

200 92 

230 99% 

175 94% 

100 94% 

130 101% 

12 5 MJO 
230 100% 

290 109% 

99% 

230 UM% 
ISO 94% 
100 99% 

ISO «% 
130 IB 
300 91% 

125 97% 

230 100 

ISO 99% 
150 101% 

200 109% 
290 99 

100 101% 

100 w% . 
100 loot 
119 90% 

300.’ 99% - 

*3 


0 

-% 




-% 

-% 


YUM 

1A7 

9.W 

&20 

11.99 

921 

935 


9jt6 

906 

10.00 

968 

9-37 

931 
9.«Z 
9.70 

UL54 

10.95 

956 

«M 

9J5 

9.19 

932 
979 
939 
9AT 
Ul 
Ml 
967 
MS 
971 

1041 

in 

WJ 
2LU 
931 
■ »A 
9.90 
1038 
9JB 
- 938 
93* 

931 

932 
. 93tl 

10.25 

946 

Ml 

1136 


MIMff |»— 3ll9li » mi ,, ill, m il l W ▼» 

muon kukyo aust«% 92 iso mm, -% 

ART e, KRAFT la % 96 ASW 100 100% 0 

UEHMARK09B- "*"■**■*■* 



Ot-H* BANK JAPAN9W 

export oev coups*.* 

EXPORT DEW COUP 9% W 

EXPtnrr dev coup low 
EXXON CAPITAL004__J 

FARM CRED COUP 7% 9j| 

FARM CT SD COUP 

FERRO DEL STATB% 

FINLAND 7% 97-_ J 
FINLAND 12% 99.WI 

FINNISH EXPORT 8% 4H 
FMM5H EXPORT 9% 95J™™ 

FORD MOTOR CREDIT B% 90 

FORD MOTOR CREDIT 9% 9B— ■ 

FORSMARXSB%91 

nUIIHTFM9V93CAUG> 

CAZ OE FRANCE 12% 93«J 

%EN FLEC CAPITAL fl% 9 
CEN EIJEC CREDIT 12 94 ■■ 

GENERAL ELECTRIC 9% 93j 

GEMOSSEH ZENTRAL M9LJ 

CMAC7QO 1 

CMACI09SLBI 


HALIFAX 9% 93 

WWLETT-PACltARD FBI 091 

HONDA MTL FIH 9% 99 

IBM CREDIT COUP 6% 90 

IBM CREDIT COUP 9% 92 

IBM W ORLO TR ADE 7% 93 

1C INDUSTRIES 1290. — 

1110 BK JAPAN 10% 92 

INO 8X JAPAN F«7t 97„ 

INDBK JAPAN PtH893_ 

INTER AMEN DEV 12% 9L 

ITALY 8% 91 

ITALY 9% 96 190 

ITALY 9% 99. LOBN 

ITT ANTILLES 11% 92—- 100 

itt cneur COUP 10% 90 75 

JAPAN DEV 8KB 94 130 

JAPAN DEV BK 1096 200 

JAPAN HICH WAY 9% 9fa_ _ . . _ ... JflO 


101 % 

99% 

ISO 100% 

100 u» 

_____ 26% -% 
100 93% -% 

IOO 92% -% 
300 97* -% 

200 92 -% 

75 109% -% 
MO 98% -% 
200 99% -% 

230 99% 0 

300 99% -% 

100 99% -% 

100 99% -% 

175 103% -% 

300 98% -% 

200 103% -% 

3S ^ A 

300 99% 0 

230 1C»% ffl 

200 99% -% 

130 93 +% 

100 97% -% 

300 99% 8 

230 100% -% 

*35 -* 

100 iOUj -% 

200 91% -% 


KANSAI ELEC PVT R 1096 

KFWBffl . FINANCE 9 94_ 

LIBERTY MUTUAL S% 96- 

LIBERTY MUTUAL 9% 9S 

LINCOLN NATIONAL 9% 9S 

LTC88%93 
LTCB9%92.._ 

LTCBFINS97 

MANITOBA 7% 96 

MANIT08AB% — 



3» 100{ ^% 

300 98% 

130 94% -% 

ISO 98% -4, 
100 99% -% 

130 97* -% 

200 



MARKS &5PENCCK8% 
MARUBENI USOf 


100 102 % 
ioo 93% a 

200 93% -% 

MCTIJFE FUNDING 7% 96 130 90% ~% 

MITSUBISHI COUP FIN 1% 92 Bffl 96% \<F 

MITSU BiSHI EST 10% 92 SO 1U% -% 

MITSUBISHI FUKHW 7% 93 IOO ML -J. 

MUST BCR I FINCH XT 11% 90 100 

MITSUI 1ST FIN HK 7% <H__ 200 

MOBIL C«*M 20% 90i_ 200 IDO Q 

MOTOROLA 12 94 75 106% -% 

MOUNT ISA FIN U 95 100 HU -L 

NATWE5T FIN U.% 92 190 104% -% 

NED GASBME 11% 90 73 lS -S 

NEW ZEALAN D 1% 9L - 250 97% -% 

NEW ZEALAND B 93 _____ 1M 95% -% 

NEW ZEALAND 10% 9S 200 -]U -% 

WPPON CRED BK7% 91 1 100 «* -L 

MPPOR CRCD BK96 93 130 100% -% 

NIPPON TO- 6 TEL 9% 95 200 100 -% 

NISSAN ACCEPT CORP 9% 93 150 99% ~% 

agsts== i S3 

« an s 
200 106% -% 
200 Wl% -% 
100 KO% - -% 
130 LUV -% 
Ml MO-% 
200 97 — % 

200 99% — % 

79 108% -% 
200 93% -% 

100 98% 0 

200 89% -% 

200 98% -% 

PROCTER 6 CAMBLC1D95 UQ ' 1M% -% 

pnup onu u. Funding 7% qi uo 97 ? 2 

PWgqmALRLTY SECS 099 363 «% -% 

97- 45% -% 

UO 100% -% 


1— — B1 1.IL 

MERRHJ. LYMCH 8 


0LYUPIA& Y0RX8% 46 

ONTARIO HYDRO 11% 94___^__ 
OKTABO HYDRO 11% 9a^___ 

OHTAKtO HYQjq lit, 9L 

ONTARIO HYDRO 1392 
OSAKA PREFECTURE 9% « — 

05TEN KOWTROUJBARKBl, 93 

08TER XONTRflLLBAHK 9% 92__ 

ftWFTca sanECT2oo 

PEPSICO 7% U 

PEPSIC O CAPITAL 8% 9L 

PEISO-CARAOA 7% 96 

PHHJP M MUSS 9% 9B 

POSTWAR no U% 90 

IDLE 10 9i. 

MDING 74, 

PWOtanAL RLTY SECS 0 

«WTA5AHnmvsn 96. 

QUEBEC HYDRO 9% 98 


4 -W 
9-47 
9-6L 
9.46 
9J0 
UO 
9JU 

435 
9AT 
9.19 
939 
9.45 
9AfT 

1073 

936 

10.47 
90S 
163 

MJO 
978 
9.70 
- 9JB 
9*5 

ua 

9J0 

Ml 

LMD 

445 

9-33 

436 

936 

8.47 
4.49 
UO 

1033 
1002 

9.94 

446 
. 4^7 

4N0 
436 
4.65 
9-51 
4.40 
9-5Z 
4.43 
9*7 
. 965 
946 
934 
974 
9148 
1007 

4.73 
433 

939 
. 432 
IJB4 . 

477 

MON 

435 

,449 

934 

9.97 

106 

430 

937 

136 

478 

1034 
439 

433 
937 

4.47 
434. 

J 30 

920 

KUO 

4.74 
438 

434 
1915 
U34 

438 

931 

401 

972 

432 


twauxpmwMj 

QUEBEC (HOW 13 Wjig 

WUXNSLANDCOVT U% WBHP 

RALSTON PURINA U 695 

REYNOLDS 1D% 91 

RKHAROSOH-VBaS U% 93 l___ 

R0CXWELLUfT4% 90— 

SAffl38UNY9%96 

SANA LEE 9% 93. 

SASU%95 

SASKATCHEWAN 

SASKATCNEWAB134 

SEASRAM C08% 96 
SEARS IMS FDf09S~_J 
SEARS OIS FIN U%93j 
sEAasmcBocxavw 

SKANDWWTL7% «L-I 
MCF7%94___"J 

STATE NK sm*nST9%1 

STATE EL VICTO RIA 10W 
SPaOBL7 %94_^^ 
rswr 


I STNAnST flNHte 

smnroMo fm asia u% < 

SQMITOMOTM7%91 

SWEDEN 7 92 

SIMEDCN8%9«UMH 
SWEOtSHEXPORT^I 
SWEDISH CXPCIRT9%1 
TAIYO KOBE 7% 94 _jJ 

TENNEODCORPlOVj 

TOVAI ASIA 11% 95_| 
TOKYO MKmsl'QUs] 

TMMKIO-DOM 890.] 


8 % *6 


TOYOTA MOTOR F1N891__ 

UtHLEVERCAPC0NP4%9Z—-_— 
MUTED reCMNOLS 7% 9X—__ 

VKTBMIN P0B AN7HN% 96 

WARN£H-UM BEyT8%96 

MHMHimU 


WORLD BANK79ZJ 

WORLD BANKII^J 

WORLD BA WC 11% 90 


FUMINlL RATE 

ABBEY' NATWHAL* 00 H 
ALASKA HOUSNK. 1/10 011 

AL8ERTA.PR0VIIKZA93J 

RL1MIICE&UKSIU6M 

ALUANCE3 LEKSOO 953 

AMQBCAN S& L0.1996. 

ANZ BANKING B.15 PERP 

BANCO PI NAPOLI WT 91 - 

BANCO BISMUJAA 42 ..-. 

BANCO ROMA4L0301_^^^_ 

BANK OF BOSTON %OoJ 

BANK WCHWAA^I^H 
BANKOFC4£EC£%99_ — 

BANK OF MONTREAL 1/20 48— 
BARCLAYS O/S mVL (M 

bbl um.o.05 oiad 

■■o liateal 


200 96% -% 

ISO 102 O 

100 107% 

S in -% 
87% -% 
125 UU% -% 
200 99% -% 

150 96% — % 

150 98% -% 

150 1Q1 -% 

ISO 99% 0 

150 111 -% 

100 93 — % 

300 44% -% 

UO 104% -% 
250 99% 0 

200 95% 0 

175 43% -% 

100 99% -% 

ISO 100% -% 
200 92% -% 

100 97% -% 

150 100% -% 

100 97% -% 

230 96% -% 

150 95% -% 

200 99% 0 

in un% -% 

100 93% -% 

130 100% 

100 106% -% 
200 «% -% 
100 99% 8 

MO W 8 
ISO 100% -% 

200 93% -% 

109 93% -% 

100 92% -% 

IOO 104% -% 
300 96% -% 

SW -% 

230 lOl 0 

in 92 -% 


436 
9.43 
4.70 
IttW 
14.84 
1039 

991 

4.77 
4.4b 
486 
4.46 
9 63 
10.08 
1039 
1015 
9.75 

932 
439 
9.60 

933 
9.93 
433 
438 

437 
9J0 
4J8 
9.16 
977 
4.70 

1066 
4J0 
446 
1070 
1.21 
4.45 
973 
4JS 
4.74 
10 08 
9.0L 
9J7 
AST 
HUM 


B03IUM3 

OFCE-OIU 


LllflCn.92. 

LLOYDS ^M 



TOYOT5T& BANKING 1% B2 100 

UT8 BtSCWTS 5% 03 PHEF 110 


YEN fUMKHTS 
AUJED-WNAL66 43^ 

AUSTRIA 4% 44. — 

AVON CAPITAL 6% «L-. 

BARCLAYS 0<SIIIV646. 

BFCC5V 96. 

CANADIAN PACIFIC 6% < 

DEN MARX 6% 92. 

084% 44— 

□846 42. 

EUC OH FRANCE 5% 96 20.08N 

EllBOfTMA 6% 95 UlOBH 

FNMA6%92 SODBH 

GENERAL CLCOWC 5% 93 3S.0BH 

nMCRBNTC0RP5% 4L — 1BL0BN 

ITT 6% 92 200BN 

WMMULDSC8BP6%92 25 Ml 

NEW ZEALAND 7% 90- 15.0BN 

NORWAY 5% 45 5008N 

PENNEY 006% 42 268BN 

PHILIP KOMIS 6% 91 20JDBN 

SAULE MAE 6% 92 250BN 

SWEDEN 5% 95 - 20.0BN 

TOKYO ELEC POWER 4% 92 60 06M 

WORLD BANK 7% 93 20889 


YS«i -1% 

106% -% 


341 

212 




I XC Q H r 3 1 AA TnHTtf 

COUNCIL EOttOK 7 

CAL V ALANGE 7 95-"™ 
MMBnZKUMOt 7% 

KHEDIETC0RP749 

NWtBBURMkH 


UO|M 


- 2 % 


1003 

1089 

983 

1003 

10.03 


moot 
STwucanx 
92-. 


ABNHcte 
ABNsCnHM 
I AMRO BANK 6%. 1 


HtMEKEN 6% 91 

ITIHJU-BAIW790 


RABOBANK 5% 93] 
RABOBANK 6% 4BL. — 
WORLD SANK 58 92- 
WBRL0BAM6%te 


BILBAO OTL 0035 01 

BMMnCHAM 1UD% 98 C. 

8NP% 

bnpos-BWBH 
unTANMAinonq 
CANIER£T&96Md 
CCF97 

CENTRAL BFILmij 

CEHTRUSTSAVtNGSte 

CHASE MANHATTAN All 

CHASE MANHATTAN V 111 

CHASE MANHATTAN % 09j 

CHKLT&GUIUC BS3 94 ll 

CHEMICAL NEW YORK £.97 

CmcO RP% 98. — ay 

CmZENS FED 0.15 
COMALCO FIN 

COMM BK AUSTRAUAO J5 PERPJ 

CIWMERZ8K 0/5 RN 93 hMM 

COUNCIL EUHOPEU-jiJ 
CREDIT OU NOHD& 97 

CBEDiTFONaCR^Wj 

CREDIT LYON NAIS% 99 
DEHMARX IK 96.— UH 
DprSDH EH FINANCE 91 XW 
EM Hm.BANK9] — WBI 
FERRO DEL STATES 
FERRO DELSTATWhBH 

FIRST BAN X SYSTEM %WJ 

FIRST OHCAC03 96—_d 
FORTUNE FEDERAL 1 , 92. 

CT AMER FSTSAV% W 
HAUFAX2/2596Bfi 
HALIFAX 1/10 94 Etel 
MSSISCHE LANDESBK3 

I HOUSEHOLD BANK 0J5 

I ICELAND*. 00 

WVESTORSIlUl%9«fi 
iWELANOSOOu^j 
BMEMIER%9M 
KBIFB»A(U3 — | 

LEEOSPEMUnXT%96 


■Ml BANK WOPHW 

MAES FUNDING HOT* 

MALAYSIA A 05 TSf 

MARINE MlOLANOal 
MELLON BANK%96J 
MHNAND IHTLANVll 

miKMAKKEjmC^Vl 

MTOSHI FIN ASM% 96d 
MORCANUPn. 97— J 
MORGAN STANLEY%1 

HATBKCANADA&9U 

NATWESIT. IMPCJ 
NAT WEST FIN 305uJ 
[ NATKNIW10E 03096H 

NAtL PROVINCIAL 1 , % M 

MW ZEALAND 93 ZHH 

NHL 2NDFUMWM0-27514A E__ 

NJK FINANCIAL 1/599 

NORTHEAST SAVINGS 1/1096 

NORTHEAN R0CK% 95 £._ 

PNCFlB497-_^ 
PORTUGALftOoNSB 

F«OV»SBAN!CE»^ 

Qffltaec HYDRO C£.i?S 

REGIE 0LYMPt0UES9« 

IRENFE98 — . _J 

SANTA BAMARAStULA 

SANWAINTLOJOI'-. 

GOTLAND MTL FM%V 

SECUMTY PAOFlCi 4TJ 

SOOETE CENERALE-.j 
SOOETECENENAud 

STATE BKH5VU3| 

TAIYO KOBEiJ 
TAK1WHH.94MMI 

UNITED KHKOOM-t/A 

'ysRONSwcsro/soM 

WARBURG BOVOd 

WELLS FARGO*, 97| 

WELLS FARGO A 94 JW 

WOOOaK FMUULYI47 

mQLW KHEQUITABUh 93£__, 
YORKSHIRE B5 ViO 44 S——. 

CBNVEmBLE 


ARGYLL CROUP 4% 02« 
ASDft-MR4%02 


WOtR 

Mm 


BPC22i 

FUJITSU 3 99..-J^H 

GOODYEAR TIRE 6% OBkJ 

i BRACE iWR>6 % H?_j— ^ 

GRAND MET 6% <sl] 

UITLMU>ER9%raJ 


KYQWABANK1%«- 


mppoh mxnBC2%oo. — 

OGUN fcflg- - - r 

PIONEER COWCRETE 9% 9B AS 

5AHAMA BAN Kill 02 

TEXAS DtSTRulKimSV 02 

THORN EMI 5% CM 


,60 95% -J, 

100 100% -% 
.110 104% 4% 
UO 223% -4 

300 Kb 4% 
IS 94% -4% 
UO 195 -9% 
130 78% +% 

1» 89 — % 

100 92% -% 

200 89% *1, 

100 109% H% 
300 43% «% 

300 92% — % 

UO 244-9% 
85 85% -% 

1» 79 % mS 

100 87% 

300 76% +% 

103 UZ% 0 


35J7 

SLS9 

85.59 
■134 
2 nna 
-l m 

-44S 
7735 
26.55 
8.83 
M M 
£19 
16.40 
—2-78 
^42 
2950 
1902 

in 

7154 

Mil 


AI0C 10% 9»_ 

ALBEKTA.P«OVmCE 109B_.„ 

BCE WC9% 93— 

BK MONTREAL REALTY 10 V92__ 

BRITISH COLOMBIA 12% 91 

DENMARK U% 91... 

FARM CRED COUP 9 91 

GENUAL ELECT CAP 10% 43 

LAVAL CITY 106 96 

MONTREAL TRUSTOR*, 42 .. 

NEW BRUNSWICK 10% 01 

ONTARIO HYDRO 10% 99 

ROYAL TRUSTO 10% 43_____ 
ROYAL TRBSTCO U% 90 


ECOSTKAHUm 
ALL NlPPOH AIRWAYS 995.. 
ANZBANKMG 10% T* 

93.. 


BNP 7% 96 


CHRYSLER FIH 992 — 

QM7% 95 

CRT 7% 93 

CREDIT FOWIEH 7 %94_ 
CSEDTT LYONNAIS 6% 92_ 
CREDITANSTALT 8% 96_ 

DENMARK 7% 96 

EEC 7% 94 — 

Era 7% 94.. 


EIB 10% 94. 

ELEC DE FRANCE 8% 9»_ 
EORATOM 7%96_ 


EUS0FTMA7S 95™. _ 
FINNISH EXPORT 7% 92_ 

aUXTTEC07%«MH 


IBM WORLD TRADE 8% 90 

HD BK JAPAN FIN B% 93.. 

INTER AMER DCVU 93 — 
LVMH 843 ^^^^m 


MMCANGTYT5T5%90- 

HEW ZEALAND 7% « 

PECHIHEV 10 9DH 


REYNOLDS RjVB%#ra 
5EC PACHTC ADST 8 % 90. 
SUMTOM0FW4SM493 
SWEDEN 7% 93^^M 


VKTORUN PUaAlTTHB% 9CL. 
WORLD BANK 7% 94 



•MCta at 


mart 

pun 

aan 

VMM 

m 


-% . 

929 

in- 


-% - 

■’W 

iso 

94 

-H 

UK 

99 

-% 

9J8 

150 

47% 



IBS 

48% 

-% 

U22 

150 

91% 

-V 

91* 

in 

93% 

-1% 

4.40 

100 

vx 

-% 

429 

100 

-% 

9.62 


memm 



m 

art 

DM 

100 

93% 

*% 

12 63 

500 

45% 

♦% 

U« 

M3 

92% 

♦% 

1263 

75 

95% 

? 

12 75 

100 

98% 

urn 

100 

98 

0 

14 04 

100 

94% 

9% 

ua 

m 

AO 

ss * 

12 33 
12.51 

100 

92% 

*% 

12 23 

150 

92% 

-6 

U 97 

500 

95 

”% 

UN 

100 

44% 

*% 

125* 

75 

97% 

-% 

13.99 


■M 

CTOa> 


fapMDl 

grici 

■art 

TW4 

130 

91% 

-1% 

1119 

- SO 

98% 

-% 

12-30 

125 

91% 


1094 

150 

91% 

-% 

11.64 

100 

97% 

-% 

11 «2 

100 

89% 

-% 

11 JS 

75 

91% 

-x% 

12 74 

320 

85% 

-% 

11 31 

250 

90% 

♦% 

1102 

530 

88% 


1123 

173 

91% 

0 

1128 

67 

90% 

-2 

U49 

250 

83% 

*% 

11.42 

300 

89% 

0 

U. 16 

200 

89% 

0 

11-15 

UO 

96 

-% 

U--M 

200 

86% 

-% 

1048 

UO 

83% 

-% 

11.04 

165 

86% 

-% 

1139 

100 

92% 

-% 

urn 

» 

B7% 

-% 

12-20 

150 

97% 

0 

13.53 

100 

91% 

0 

11.04 

100 

96% 

♦% 

1125 

150 

89% 

-% 

U.W9 

TO 

97% 

*% 

1B47 

an 

90% 

-% 

US9 

so 

99% 

-% 

4235 

125 

92% 

-% 

14.11 

zn 

98% 

*% 

12.98 

75 

93% 

♦% 

11.11 

250 

89% 

-% 

11 14 

75 

47% 

♦% 

12.21 

ISO 

88% 

8 

1104 


AUSTRALIAN BOLIM 

STRAIGHTS MM 

BELLSOUTH CAP FUND 15% 43 «0 

BMW FINANCE 14% 92_ 100 

COUNCIL EUROPE 1593 SO 

0EUTSaiEBKFINU%95 185 

EKSPO«7FIHANS12%9B______ IS 

FORD CNtQ AUST 13 93. ______ 50 

H EINZ 12% 91 100 

NATWC$rAUSTBKUI,9l SO 

STATE BK NSW 14% 99 100 

TOYOTA MOTOR CRED 13 91 75 


■MCHura 
WMi iM 

100 % 0 
90% -% 

43 0 

42% •#% 
45% -% 
95% 0 

47% ♦% 
98% Jj 
95% a 


STRAZSNra 

ASIAN DEV BANK 9% 97- 
BAROAYS JERSEY 9% 4! 


BNP 9% 43. 

1361097 


SO 
250 
75 

SO 

HAUFAX9% <W- IQn 

WTEff AMEN BEVU% 95___ZZ 3? 

toanou% 94 — .. .z:-:.', » 

KRED1ETBX Hra 10% 92 M 

UWDSEia9%07™_!_IIZir 200 

LEEDS PERMANENT 9 % mIZZ. SO 

wraiBiswFwoMuoa u 

NORWAY 10% 94 - -I' 200 

SAINSBURY U% 93 uo 

WORLD BANK 11% 4 5 Ua 


RM 



wetk 

81% 

-i% 

88% 

-% 

88% 

-% 

95% 


92% 

-i% 

M% 

-i% 

86% 


91% 

-i 

91% 

-i% 

92% 

71% 

-% 

-2% 

86% 

-% 

» 


91% 

-s 

41 

-1 


Wwnuum - 

gAHI OieaNCAl SOT-a 

BmOCESTt)TIEeORPH____IZr SS 
O^COMPinSZ-TIZZIII 16/04192 

0AIWAHO0KWDttSTRY_^_^_ MS 
gumu- — 30/04/03 

UTTsilT REAL CSTATTE 

saas ss — 8®B 

7NX 

27/04/93 
J5W7I42 
17/06/41 
3WV42 


JUV0SASH__ 

vamanououphunl 


80M 

Warranty 
ACCOM 9 42 


31% -3% 

Z5% -% 
23% *% 
18 -% 
I«% -% 

*3% 

U% 

37% . 

31 -1% 
U -% 
-3% 
■ . -ft 
57 % -a 

32% -2% 
47% -1% 
14% -1% 


VM4 

1559 
1SJ2 
14 80 
14 17 
14.44 
14.41 
16J3 
1540 
14 48 
UhlO 


YMF 
1356 
14 54 
14 74 
16.22 
14 02 
1362 
W-87 
14.74 

13 84 
14J3 
15-21 
13.41 
ILffl 
UL5B 

14 01 
M*4 
13,76 


7.08 
10 P9 
UBS 
7634 
3261 
JJ7 
. 36.nl 

365 

lfl-42 

4181' 

17.M 

044 

-Ul 

5.44 

-L» 

52X3 




m 

11/0341 

QlflC 


- 07, 


WARRJUtTS: EqcHt ^ 


tUOrm 
Mn w* 
. 6 -4 
120 -33 
6 -4 

J 0 
tie o 


B.66 

9.40. 

&n 

7.41 

■160 

190 


The Hnandai TTme Lid. 1990. Reproductin hi w»(*Mipla part bi any fono not pennmri wHbaut wrtttt* <**«** n** ^ . nnrll , r[ |, ^ ^ 









21 





Vi*. 



FlNANClMiTlMB& M0KDA1T !iiARCH 12 1990" 


UK COMPANY NEWS 


Tate could play 




■>. TS, 


'-Is' 


:'S 


- : ..7* 

•■? t„ 


• - ' .,*• j* 


in 

Brit Sugar future 

By Clay Htarrift, Consumer Industries Editor 
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TATE &;LT1£, the sweeteners 
group,, will play a central idle 
In determining the future erf 
British Sugar, if bid specula- 
tion about the lattert parent 
company, Bexiaford Interna- 
tamale ever develops Into any- 
thing more concrete, . 

Tate’s interest is two-fold: it 
stm wants to boy British Sugar 
if the Government would 
change its view and allow a 
merger. Moreover, even in tire 
absence of an offer from Tate 
itself, the fate of other bids 
would rest to a great extent on 
the possible effect on Tate’s 
position in the UK sugar mar- 
ket.- 

British Sugar’s, future is up " 
in the air because of financial 
troubles at Bedford, where Mr 
Ephraim MarguEes resigned on 
Friday after 12 years as chair- 
man. Berisfbrd also said it was 
in ' pre liminary talks about a 

The name has not been dis- 
closed, hut the party in ques- 
tion is neither HQlsdown Hold- 
ings nor Banks Hovis 
MacDougaU. 

Tate would have more 
chance of 'blocking a -rival 
sugar producer than it would 
an offer by a food mannfao- 
^turer such as Associated Brit- 
teJsh Foods, BHM or HfUsdown, 
which has ruled itself out of 
the picture at least fen- the time 


ABF, which owns 23 
per cent af -Bensford, bid for 
the company in 1987, the offer 
was allowed, to proceed with- 
out a reference to .the Monopo- 
lies Mensem flnmmiatifln 

Hillsdown’s bid in 1986 was 
referred, but the MMC dropped 
the probe attar Hdsdown sold 
its shares to Ferruzzi of 
Italy. 

Tate’s bid for Bedftford was 
not allowed because the com- 
bined group would account for 
95 per cent of UK sugar sales. 
The MMC rejected Tate’s con- 
tention that it should, consider 
the European Community mar- 
ket as a whole 

The rival Ferruzzi offer was 
blocked for three reasons: it- 
would lead to higher prices 
because Of likely restrictions 
on Impo rts; it would 
strengthen Fensza’s voice in 

EC institutions to the detri-. 
roent of the UK; aid it would 


threaten the -maintenance of 
■ indepe ndent cane refining, in- 
the BE. 

Tim last reason would be the 
biggest stumbling Mock 
StLouis Boiichon. owner 
G&oerale SucriSra. the second 
hugest French sugar, group,, if. 
it wanted to buy British Sugar. 
With Franca - running a sugar 
sundu^ the implied threat -to 
Tate which as a cane, refiner 
operates under a severe com- 
petitive disadvantage in the EC 
- would be enormous. - - 

Sfafeucter, West Germany’s 

biggest sugar producer, proba- 
bly still ba« its hands foil after 
the recent frill price it paid fix- 
Belgium’s RafEthsrie Tirlemon- 
toise. " 

Finances m3ght also hobble 
Tate’s ambitions. Forbidden 
from buying Barisford to 1987, 
it strengthened its position in 
North America and Europe 
with a - series off acquisitions' 
starting with the US corn' 
syrup producer Staley Conti- 
nental. In spite, of. disposals, 
Tate’s gearing will only come 
down below 100 per cent by its 
ffnanimal ' year-end' in Septem- 
ber.' ‘ 

Ferbans the most enigmatic' 
player Is Mr Larry Goodman, 
the Irish agrfoasfaessman who 
baa amassed mere fban u per 
cent of Berisfbrd. , There te no 
doubt that his ambitions 
stretch this for; what is less 
certain is his wherewithal and' 
L' accepfobiKy to own 

company which determines 
UK sugar prices, to spite of toe 
ABF exception, any. bid for 
British Sugar is likely to face a 
monopolies reference. 


CMG Dutch buy; - J 

CMG-Computer Management 
Group,, toe independent consul- 
tancy and business 'systems 
company, has bought : the, 
Dutch' computer services 
"bureau Quadata, which ia 
involved in payroll services 

ami fedlittoi wianapummit - 

Quadata, which h;i3 mhimI - 
sales of£3Bm, is CMG’s second 
acquisition to Holland' to ft 
month, following the purebasa 
of a payroll specialist com- 
pany, Dora. 


Banks give 
Laura 
Ashley 
same support 

By Andrew Botger . 

A WARNING by Lama Ashley. 

flu fnfawntMtiiiinil flntMng mill 

'home torn Wring group, that it 
might break a condition of its 
existing 'borrowing facilities 
taswgli the Banir of England 
to f» -chair a meeting of the 
company's bankers. 

The group,- famous for Its 

<< &)gii£ country? style* has 
said toat it will only break 
.-even. in the. year': ended Febru- 
ary,- before a £2-5m excep- 
tional cost for reo rg an is ation 
and redundancies, after mak- 
ing pre-tax profits of £6JSm in 
toe Cist halt 

Ashley arranged a £7Sm syu- 
imin facil- 
ity through Midland Montagu 
with 14 other banks in April, 
1958, Last week it toldjtts 
bankers that although it has 
only drawn, down £40xn so fox; 
it could foresee circumstances 
In which it might break one of 
file covenants, or conditions, 
of the facility. 

- Two of the banks objected 
strongly and approached, the 
Bank of An "SMai 

fhm chaired a meeting of all 
the, banks, which agreed to 
continue to support Ashley on 

flf f wlitH mr tm-iim. 

The US garment, side saw 
poor supply and a market 
downturn; to the UK, home 
furnishings had been hit by 
toe curb on consumer spend- 
ing. 


Why war- war may give way to jaw-jaw 

John Thornhill sets the scene as Jameel’s £172m bid for Hartwell draws to a close 


O NE of the most curious 
and keenly-contested 
takeover struggles ol 
recent tones is set to end today 
as the Jameel Group’s £172.4m 
offer for Hartwell, the Oxford- 
based motor group, draws to 
its final close at lunchtime. 

The outcome is for from 
clear and the struggle may 
continue right up to the tom, 
as several institutions with 
critical stakes waver about 
whether to accept. 

Although the Saudi Arabian 
Jameel now speaks for about 
37 jper cent of Hartwell’s ordi- 
nary shares It has found it 
hard to budge the remaining 
shareholders, despite the 
inducement of a telephone 
hot-Lfco&set up to receive accep- 
tances for a loan note alterna- 
tive to its 155p cash offer. 

. Yet this tight finish seemed 
an unlikely conclusion when 
Jameel launched its bid in Jan- 
uary: as few in the City then 
gave Hartwell much hope of 
escape. 

Jajneel, the largest motor 
distributor in Saudi Arabia, 
was seen as. a determined bid- 
dear with deep pockets desper- 
ate to break info the UK motor 
distribution Hun***, while Har- 
twell Was generally viewed as 
a rat her rustic outfit whose 
direc to rs seemed unlikely City 
operators. 

But despite tTiP 
of. the troubled motor market 
against which the battle has 
been fought, Hartwell's man- 
agement has made a strong 
case that as the country’s third 


largest motor distributor It can 
offer good long term profits 
growth. 

Hartwell forecast that in the 
year to February 28 1990 pre- 
tax profits might rise by 19 per 
cent to £ 12 . 4m - including 
£L2m. benefit from reducing 
pCTwrinn f und contributions — 
about £2m more than its bro- 
kers had previously suggested. 
It also claimed that the acquisi- 
tion of the Charles Clark and 
Ford & Slater motor dealer- 
ships last May and its portfolio 
of properties put it in a strong 
position to sustain such 
growth into toe future. 

. Jameel countered that 
stripped of its pension fund 
kick, Hartwell’s earnings per 
share were likely to foil by 
about 8 per cent in the current 
year. And Jameel argued that 
its own offer - revised 
upwards from £l51J3m to 
£l72Am - represented an exit 
multiple of 18 times Hartwell’s 
prospective earnings, a gener- 
ous premium to the sector. 

But whichever side the 
shareholders support today, it 
seems likely that Hartwell will 
face an unsettled period for 
some time to come. 

If Jameel does squeak home 
and wins outright control then 
the Saudi Arabian company 
will face a tough time persuad- 
ing car man uf acturers that it 
has the necessary expertise 
and experience to run Har- 
twell’s franchises. For 
although Jameel has success- 
fully run Toyota's franchise in 
Saudi Arabia since 1955, it has 



Peter jffngghm (left), Hartwell chairman and Rupert Carington, 

ntiafrimnn gf OnlrliHI through which the Jameel offe r W8S 


no experience of running such 
operations in the UK. 

Jameel has held tentative 
negotiations with several man- 
ufacturers but has met a hos- 
tile reception from some of 
them. Jaguar and BMW have 
indicated that they are 
unlikely to transfer their fran- 
chises while Mercedes Benz 
haw said that it definitely will 
not. These manufacturers 
account for franchises at eight 
erf Hartwell’s 33 sites. 

But Jameel may also encoun- 
ter difficulties with other seem- 
ingly more receptive manufac- 
turers. Ford has said it will 
review any transfer of its fran- 
chises is likely to remove 
some of them in the event of a 


takeover by Jameel And even 
those manufacturers, such as 
Vauxhall which have no objec- 
tion to Jameel in principle 
have expressed increasing con- 
cern at the acrimony that has 
built up between the two sides. 

On the other hand, if Har- 
twell does prevail today it will 
face the gruesome prospect of 
having to contend with a big 
discontented shareholder. As 
Hartwell's largest shareholder, 
Jameel could prove to be an 
obstructive force constantly 
harrying the board and 
requesting shareholders' meet- 
ings. 

If the Jameel offer lapses, 
Hartwell may also have to face 
restlessness from other share- 


holders in the face of a 
fall in its share price, currently 
at IG6p. 

But there is also a further 
unsettling possibility, namely 
that Jameel may today be able 
to claim deferred control of 
HartweO. 

Jameel has already declared 
its offer for Hartwell's convert- 
ible preference shares uncondi- 
tional and on conversion of 
these shares in 1982 it may bo 
able to claim more than 50 per 
cent of the company's ordinary 
shares, requiring it to make an 
offer for the remainder. Such a 
scenario would give Hartwell’s 
management a stay of execu- 
tion but would hardly clarify 
the company’s immediate 
future. 

It therefore seems likely that 
there win be no clear winner 
today and whichever way the 
bid swings the two sides wifi 
have to reach some kind of set- 
tlement 

Hartwell's management, 
determined as it is to retain its 
independence, will at least 
have to talk to its biggest 
shareholder for Jameel nas 
stated quite insistently that It 
is not going to go away. And it 
may well be that the war-war 
between the two Bides that baa 
characterised the last few 
months will soon have to give 
way to jaw-jaw. 

See Lex 


Charter continues its 
refocusing with US deal 


By Andrew Bolger 

CHARTER’ Consolidated, the 
ttk ind ustrial iwiiHng compan y 
which is part of a worldwide 
network of companies under 

the tnfhwni* nf ^Ti ffin Ameri- 
can Corporation of South 
Africa, Is continuing its. refo- 
casing under Mr Jeffrey Her- 
bert, the new. chief. ex e c uti v e . 
Anderson Group, Charter’s 

ing Service to buy to toft out- 
standing 482 par cent of NMS 
which it does not already own 
fra- $8,875 a share. 

Anderson’s original cash 
offer off $8.50. a share was 


announced on February 16. 
The higher price was agreed by 
Anderson after negotiations 
with a special committee of the 
‘ board, who unanimously 
approved the deal 
NMS sells and services ml™ 
supplies and health and safety 
products throughout the US 
and finw'ada from its headquar- 
ters in Penhgy l vanial 
Charter is also seeking offers 
for its wholly-owned subsid- 
iary, MKR Holdings. Its princi- 
pal business, MK Refrigeration, 

wralmB <rmi marim ta ih-tnlr »mH 

food cooling and storage equip- 
ment for the catering and 
Hronaprf trades. 


Former UTC directors 
involved in Lanca deal 


MR GEOFFREY SHm-mnudw nnd 

Mr Richard Owen, former joint 
chief executives at UTC Group, 
are among toe investors who 
are hacking Mr Andrew Greys- 
toke’s management buy-in at 
Lanca, the handbag importer 
and character merchandiser, 
writes Clay Harris. 

The last public d«ai they did 
together led to all three losing 
their jobs. In September, Mr 
Simmonds and Mr Owen sold 
more than half their shares in 
UTC to City & Westminster 
Group, then headed by Mr 
Greygtoke, who treated the 
deal as a precursor to a merger 
between toe two enmpantea. 

However, the UTC duo’s fal- 


low directors were less than 
enchanted with this idea, 
prompting their departure 
from the financial ana prop- 
erty services group. 

A subsequent fell in UTC’s 
share price - and the value of 
CWG’s stake - contributed to 
the ousting of Mr Greystoke 
not long afterwards. 

Now Mr Simmonds and Mr 
Owen have emerged with an 
interest In 125,000 shares at 
ijinrn i iii Mfirf nria, a Liechten- 
stein trust Hnirad to Mr Grays- 
take, 1ms an interest in 3124*89 
shares of the L61m involved in 
the buy-in, including one quar- 
ter of those linke d to Mr Sim- 
monds and Mr Owen. 


BOARD MEETINGS 


Tte kUtoadnfl oompanta* h«M* neWtod dam 
el beard leae to oa la Uw Slock Exchang*. 
Such Htaadnoa are usually haw tar But pur- 
i el conJdertnfl (Mdende. Official In 


EwomuI 
RocMne 


bona era not awallabto aa to wttoHiar die 
MMiSI Interim* or niwla end Hie atta- 
dMHona shown below an baaad mainly on 
mtyaar*a Mmatablea. 

TODAY 

Marlme- Comma Parker, MAI. Untom*. 
Finale- AtUano* Trial. Botswana AST. Bub- 
era. Cmaaa, Ha rmony Odd MHnq, Hobecn e 
PubfloMng. UBaafiall. Low & sonar. Low* 
Qraop, M uretm ia u Trim. Pamfeagen, Parkin* 
Food*. Plaxton. Rfcftsnfaami M taalua itt i. Rob- 
inson Bros (Ryder* Gram). Sal* TUnay, 
Solar, Transport Danalapotiii t USOC In— a t- 
mae* Ttr—L 


Apricot Computer . 


Onrdi . 


Derwanl VMey 

Grampian Tatavtaror 
Honing Son a Daw 
lala ol Man SMam I 
Mount Charlock, 


Rutland Trust 
Savoy Hotal _ 
Seen a Keoariaen . 


Steal Bunn . 
Try Droop — 
TurvH. 


Work] ol Leather . 


Mar. la 
liar. IS 
Mar. 14 
Mar. 22 

liar. 18 
Mar. Sz 
Mar. IS 
Mar. Z7 
Apr. SB 


Mar. 28 
Mar. 22 
Apr. 18 
Mm. 18 
Mar. 28 
Mar. 22 
Mar. W 
Mar. 18 
Mar. 21 


FT Share Information Service 


The faQowing securities were 
added to the Share Service: 

Beanford 7p (Net) Cum. Cmr. 
Red. Pit. (Section: Engineer- 
ing). 


Mitsui Bank (Banks, HP & 
Leasing). 

Scottish Asian Investment 
Co. Ptg. she. (Investment 
Trusts). 


is '. I 

j- - - » 
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Vita’s world is expanding, and nowhere 
more than in continental Europe. 

Since its first foothold in the 
Netherlands in 1978 the Group 
has progressed so much that today 
45 operations in Eprope 
generate around 60% of the 
Group's business. 

Vita. ...an uncommon, Group 
in the Common Market. 


Vita BRITISH VITA PLC 

British Vita PIC. Middleton, Manchester M242DB 
WW Tef: 061- 643 1133 Telex: 667673 Fax: 061- 653 5411 

^ INTERNATIONAL LEADERS N POLYMER FIBRE AND 
FABRIC MATERIALS AND TECHNOLOGY™ 

SERVING THE FURNISHINGS, TRANSPORTATION. APPAREL, .. 
PACKAGING AND ENGINEERING INDUSTRIES. 



P.hristiania Bank og Kreditkasse 

(T^n^rr^ir, ,he Kb*dom ofNorw/ ouft fogaif fiflHfifrj 
. 055250000,000 ; . 

Hooting Rote Subordinated Notes Due 2001 
Nofice is haioby given ihat Hie Rate of Interest he s b eo n fixed qt (L5 % 
and ihaiihe interest payobte on ihe rderont Date 

September 1 2, 1 990 against Coupon No. 8 in respedof OSSl OjOM 
nominal of the Notes wl be U5.S484.44 jrf e . req»et of 
USS250,000 nomind of the notes wJ be Ll&SI 0^61 JO. 


March 12, 1990, London - „ , 

By; (CSS! D*ptt *8*^ Bank 


GTlBANCb 


TMeiwidpe iaaved In eioinpItaiKia witfa tpeteq^ieinenis of tbe Coendl 

>dHMriri «,MlbiU. «i«IWflrjna»lliili*i In Inr or pnfrhmiy 

■qy iaciidftte»of41i«SiKid-Afloltfa e;»<ci/iM e8<ilBaed6yibt FflndlMMBV ' 

been or wffl be placed yflMxJnatlliitkaBmuirideol tbe Xiaito Kin giyi m . 


ML-MIM . 

European Equity Revival Fund N\^ 

(tncoiparated in the Netherlands Antilles) 
Placing by 

MerrQl Lynch, Pierce, 
Fenner & Smith Incorporated 

of up to 100,000 shares of Oass A Cammon Stock, 
par vidoe DM QJ10 per share 
and up to 100,000 shares of Class B Common Stock, 
par value DM 0.20 per share 

The principal badness of ML-MIM European Equity 
Revival Fund N.V. is to invest in equity securities of 
Europran companies fibely to benefit from the 1992 
movement in Europe and the opening of Eastern 
European markets. 

Application has been made to toe Council of Tim Inter- 
national Stock Exchange fear admission of the shares of 
the FOnd to the Official list ' 

Particulars relating to toe Fund ..are available In 
toe Extel Statistical Service and copies of toe Placing and 
listing Memorandum which comprise. listing Particulars 
may be obtained during usual business hours (Saturdays 
and public holidacys excepted) until March 14to'1990 from 
The Company Announcements Office* The International 
Stock Exchange. London EC2N 1HP, and until March 26th 
.1990 from: 

Merrill lynch Limited 
Ropenialcer Place 
25 Ropemaker Street 
London EC2Y9LY 


and 

ML-MIM European Equity Revival Fond N.V. 

John B. Gorsiraweg 6 
. WUIematad, Curacao 
Netherlands Antilles 

Dated: March 12to 1990 

Hie ibares of (tie Fund bm not been reglnered mdar the United State* 
Se c nt tt cB Act ot 1993, as a m e n d ed , apd may not be offered or sold, 
directly or lufiredly, n the United States of America or to er-for the 
benefit of Uahed States psaooa. 



InaccordancewitotheTemisarKfConcR- 
tkwte ctf the Notes, notice is hereby given that 
forthelrrtef^Pffl^froml2toMan*l990to 
12th September 199 0, the notes will bear a 
Rate of Interest of 1177798% per annum. 

AGENT BAN K: CHARTERHOUSE BANK LIMITED . 

• AroemfaeronheSecurittaaAatteiatiOrt. 



GHAETERHOUSE 


BASE LENDING RATES 


MNM 

/ttea'lCteWf — 

AUMTmtBHk 

AIIUbtilM 

• Hnytetackr 

Associate Cap Cay „ 

• B&CMattant&Hl. 

BakrfBmda 

BnoUhsViBVi. 
BakhpAi 

BnkMfi&Qn. 

S5JS= 

Batof tafia. 


% 

CMts&CD 15 

tanshpIvBk 15 

tatebnkPLC 15 

DraLmie 15 

Eqatarid Bnkpk 15 


15b EetflrTnttltd. 


15 

15 


1^ 


nwM&Ga.Bte. 15 
RntHattaafiEMPk. Ifcb 


Bari of Sound 

Basque Bife Ltd 

BantopBari 

BenetnarkBariPLC- 
BiflBkaf Mid East __ 

• BnkaSUptar 

CL Bari Mated 

• CtetatMeBari — 

QtkariU 

OtrlhnteBtsBari^. 

CNesUcBari 

CoouLBULEast 

DHpoatbeBM — 


15 •UotFktate&Oo.. 15 
15- total Fowl Ptin... 15V 

15 Oatari 15 

15 SGatasesIbkai 15 

15 WC Bari fir 15 

15 ft Karins Bari 15 

15 HaapMnTn&tPIc 15V 

15 Haitriie&GniirBri. 15 

15 tilHISmta 51 5 

15 Lftoatel CB. 15 ' 

15 ftlSSR«riBSw! 15 

15 UnriBnt 15 

15 HdtecUltaiitaBri 15 

15 MotolBarilti 15 

15 HWtadBnk-w — 15 

15 MMItekta— - 15 

15 SatBtaf Kmait 15 

*15 NriUtatmtattr- 15 


% 

Ratten Bari Ud 15 

NomkliGaiTnst — 15 
MmfitMartreBfft. 15V 
PWATteriaUnM. 15 
hwtafcl Bari PLC 16 
R.toptad&SoE — - 15 

RutarieG'rasta 15V 

tota»ofSattari^ 15 
MTistBari 15 

• SaM&WHmSoB.- 15 

StadadCtartaed — 15 
158 15 

• IMriBkofXflHit— 15 
UotodWariUM- 15 

ttaAyTnastBaakPlc 15 

WetfenTnat 15 

WeritacBateCtare 15 

NIRm«L*llv__ 15 
YortakinBa* 15 

• Heaters «f British Ucrriaa 
Baiting & Searltlis Huns 
AssocWn. * Deposit on 19% 
Samite 85%. Ton Tkr410.000 + 
tastart atosi 122% J Mortgage base 
bUlS Denari depisa 9%. Uutgage 
152% -15.95% 


U.& $200,000,000 

Midland International 
Financial Services B.VL 


tanwriMtaitandV 

Guaranteed Floating Rato 
Notea due 1980 

Guanmeetf on eaubonSneied bssle ae to 
payman of pflndpal end Manat by 


me 


Nofice la heitey ghiwi that tor the 
ste months Interest Period from 
March 12. 1890 to September 12, 
1890 (164 days) the Note Ratehas 
been determined at 6%% per 
annum. The interest payable on 
the relevant interest payment date, 
September 12, isao wta be u.s. 
$44083 per UR. $10,000 nominal 
amount 

E^lteOniHateiMtaAU, 
Lntea.AgteiBnk . , Q 

March 12, 1990 wmb 


The Financial Times 
proposes to publish a full 
colour feature on 
Art &■ Antique coBectimg 
on Saturday October 7th 

For further details contact: 
Julia Canick on 01-873 4664 


PKBANKEN 

(incorporated in the Kingdom 
af Sweden) 

¥5,000,000,000 

Floating Rate Nikkei 
Average Notes due 1992 

Notice is hereby given that the 
Rate of Interest &x the Interest 

Period from 12 th March, 1990 
to 12th September, 1990 is 
753% per annum. 

Interest payable on 12th 
September, 1990 will amount 
to¥3,795,945 per 
¥100,00(1000 principal amount 
erf tbe Notes. 

Agent Bank 

Tbe LoM-Tcnn Credit Bank 

afJapan, riT * liT< ’*i 
Tokyo 


.. NOTICE TO HOLDERS OF WARRANTS,. 

TO SUBSCRIBE FOR SHARES OF COMMON STOCK OF 
AND CONVERTIBLE BONDS OF 

OMRON TATEISI ELECTRONICS CO. 

UE^lOO^IOO^iOO 4 percent. Bonds due 1991 with Warrants 
(“Warrants - 1991”), 

UJ5^2StMMNM)M 4 per omL Bonds due 1993 with Warrants 
(“Warrants— 1993”) 

and 

U^$15UJ)00^00 2% per cent. Co nvCTlflrf e Bonds due 2002 
(“Convertible Bonds -2002”) 

NOTICE IS HEREBY GIVEN that, as a result of a meeting 
held on 2nd March, 1990, the Board of Directors of OMRON 
CORPORATION (formerly, OMRON TATEISI 
ELECTRONICS OO.) resolved to make a free distribution of (hares 
of its oommon stock to the shareholders on record as of 31st March, 
1990 (Japan time) at Che ratio or 0.05 share for each share held. 

As a result, tbe subscription prices and the converaon price wilt be 
adjusted effective as from 1st April, 1990 (Japan time) as follows: 

1) Subscription Prices and GoavenwM Price before the adjustment: 
Warrant- 1991 Yen 1,372^0 


Warrant- 1993 
Convertible Bonds - 2002 


Yen 3,065.00 
Yen 1310.70 


2) Subscription Prices and Conversion Price after tbe adjustment: 

Warrants- 1991 Yen 1.307.10 

Warrant - 1993 Yen 2JH9.00 

Convertible Bonds -3002 Yen 1.248.30 

3) Effective date of adjustment: 

1st April 1990 (Japan time) 

OMRON Corporatlau 


Dated: 12th March, 1990 


By: The Mttsnbiste Bank, Limited 
as Principal Paying Agent 


THE DAI-ICHI KANGYO BANK, LIMITED 

(Incorporated with limited tiabfliry in Japan) 


u^S300,oeo,ooo 
3f»% CONVERTIBLE BONDS 
DUE 2004 

Notice is hereby given tint at a 
meeting of die Boarcl of Director of 
Tbe DaMdn Kangyo Bank, Limited 
held on 2nd March, 1990, it was 
resolved to make a bee distribution of 
■hares to shareholders on record as at 
31a Match. 1990 (Japan Thne) in the 
ratio of 0.07 new share for each 
outstanding share bdd. 

In acmrriamn with Condition 4 of 
the Terms and Cowfititns of the 
Bomb, the Convenkn Price at the 
Bonds (anrendy Yen 3,479.40) win be 
adjusted to Yen 3,251.80 with effect 
Ecoin 1st AprB, 1990 (Japan Time). 

THE DAJHOU KANG YO BANK, 
LIMITED 

Dated: 12tii March, 1990 


U-SJSIOfMMKMMM 
2%% CONVERTIBLE BONDS 
DUE 2001 

Notice is hereby given tint at a 
meeting of the Board of Directors of 
The DaHchi Kangyo Bank. Limited 
held on 2nd March. 1990. it was 
resofrtd to make a free distribution of 
shares to dtareholdcrs on record as of 

3lst March, 1990 (Japan Time) in the 
ratio of 0.07 new share for each 

outstanding diare held. 

In accordance with Condition 4 of 
the Terms and Ctontfitions of the 
Bonds, the Conversion Price at the 
Bonds (currently Yen 1,439.60) wifi be 
adjusted U> Yen 1345.40 with effect 
from 1st April. 1990 (Japan Tone). 

THE DAI-ICHI KANG YO BANK, 
LIMITED 

Dated: 12th March, 1990 
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780 Atotano Brats .. 
1710 All Nipper) Air „ 
MOT Aim Electric _ 
MlO Anrada 

820 Aado CWobuetT 
MZOAaHts* — 

1.080 AoU cap. 

6.300 Arakim Oil 

1.770 Anhl Bremria . 

998 AaM Qwiikab . 

1.810 AnUGta 

677 AsaM Optical — 

715 Asks Carp. 

1,130 AtsmNrhH — 
1.620 BmkToKja 

1.370 Bams Pfeann — 
MOT Bridgestone — 

002 Brvtterlflds 

2.946 CSX Carp. 

1.250 Cal pit Food 

756 Cahmle Cerp. - 

L2%Cwn 

M00 Canon Sales 

M20 Cado Comparer.. 

651 Central Run . 

790 Central Glas — 
MOT CMba Bank 

929 Oriyodn amn _ 

1.000 (Mmto Fine 

3.800 CMw Elect PWf 
1,400 Qingal Pbann — 

3.300 Ctogrta El PMV. 

871 atlzeaWatdi _ 

B10 Da loti amn tad . 

2.450 DallcUSeljaJaj- 

776 DaMo Steel 

5U7Q Odd 

962 DaHuku 

2,640 DdWil Km Baek 

985 OaBdiiln* 

2.305 DaHtro (Canto — 

1.009 Dafanani 

765 Dal Nippon Ink _ 
2.150 Dal Nippon Pter 

7.080 Dal Nippon Pig _ 

861 DaimppoaTono . 
2.260 DaWkraa Paper . 

1.160 DJlTokjo F&M . 

1.410 Dalen Bade 

1.940 DrimHooe — 
1.870 DdwaSac 

3.000 DeaWa 

780 DtasdKIU 

975 DomFht&Nto. 

770 Dowa Mining __ 
L170 Clara 

1.850 QsU 

U&O EzaUCUm 

5,270 Fame — 

826 Flldo Construct _ 

3.160 Fall Bank 

800 Ftall Electric 

24Z7 Pap FWn 

937 Fuji FfanA Mar. 

750 Fuji Hmsytad ™ 

1,050 Fnpkaa 

1,580 FnJfaana 

60S Fuji Spinning — 
2,120 Fujlta TourfB .... 

1,400 FulttuLtd 

881 Fnretom Elect . 

1.630 fiakken 

1.182 Gm Saturn 

1,500 Goto Stand 

1.300 EiwiCrea 

822 Gun-El Che* — 
984 Gants 

930 iton u nCora. — . 

702 Hanttln El Ball .. 
1,140 Htaegma Kan - 
1,970 Hatteri Seiko _ 
818 Hanni-GuM _ 
1,670 Hetaa Real EsL _ 

872 Him Motors — 
3,600 Hbose Elcczric _ 

971 Hborihni (Barit. 

1.4 50 HJtadil — 

1.0 1 H Radii Cam _ 

1.370 H Dadd Credit.... 
MM Hitachi Kota _ 
2060 Hitachi Maxell „ 
1,090 HKadil Mauls 

820 Hitachi Sales 

566 HKadilZasen 
3420 Hokkaido Elect . 

999 KettaUaTaM „ 
3400 HokgrikuElPw 

1.5OT Horets 

910 Honsfeu Pam — 

1.850 House Food kid „ 

1.920 Hojra — 

1.030 IHI 

063 ItaraClmtflal » 
1,480 Ikegami Tsash — 
L39Q ton 

4.010 Indt Bank Japan . 

Ml fedd* Co. ...... 

2.190 town — 

687 bWfcuaSwsjm . 

785 tons Staton — 
890 Homo 

1.190 Rohan Foodi 
975 Homan (k Co. — . 
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2.070 lernifea ... 
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TOKYO - Most Aethrat Stocks 

Friday March 9 1990 


Mocha doping Ongk 
Traded Price* ondny 

Mpptm 8M4l — . KMra 851 0 MnwsricrBaa 

(MPMUntag- Ura GOT +81 Tbfcyp 

Hooahu Paper _ 4.7b. 1080 -ID M lgoaMOGF.. 

Kobe 8laal 00m 743 = +1 NSppanBant. 

Shows LbM Grim 1,400 4-00 HftscW 


Mocto Closing Changa 
TTadad Priow on dny 
(Mini 700 . +1 

OJha 2.100 +20 

flUha 1,180 . 0 

6Jm 1,790 +t20 

BJSm t SOT -10 


FT hand delivered in Turkey 

At no extra charge, if you work in the business centres of 
Ankara, Adana. Adapazari. Antalya, Bursa. Eskisehir. 
Istanbul, Izmir, Kayseri, Kibris, Kocaeii. Manisa. Me ran, 
Samsun. Trabzon 

0 Istanbul 5120190/10 lines 

And ask Cor Metm Gurel for details. 




in focus. 




WfKjm For maiiy executives that could be a daunting 

task wereit not for the Financial Times. The FT has breadth 
anddepthof vision, an eye forevents that are often in shadow and 
die ability to provide sharply detailed analyses. In short-it keeps track 
of a global economy that’s in constant motion. 

To order can 1-800-344-1144. In Canada 1-800-543-1007. 

FINANCIAL TIMES 
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i Current Unit Trust Prices are available on FT Cityline. To obtain your tree 
UnH Trust Code Booklet ring the FT Cityline help desk on 01-925-2128 
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During Hie first two months of 
this year Japan’s reserves fell 
by $t5ba, and it looks possible 
that the figure is now 
approaching glObn. This is 
very tee intervention by any 
standard* even for a country 
with reserves of over $80bn. 
and is not a situation that the 
Bank of. Japan vfD wish to 
continue for muc h longer. 

Washington Is equally 
unhappy, as a weak yen will do 
nothing to correct the problem 
of Japan’s extremely large 


have prevented the Banfc of 
Japan from supporting the yen 
by Increasing its discount rate, 
but. share prices were much 
steadier last week. Mr Yasuad 
lflao, Governor of the Bank 
of Japan, is. at present .on a 
visit to Europe, and his 
absence could be another 
reason tor the lade of any 
move, apart from foreign 
exchange intervention. He 
returns to Tokyo an Thursday, 

ipn/i ]f Hib yen IS Still. 

whQe the stock market stays 
calnii an Increase in the 
discount rate by % point-to 5 
per. cent must he at the tup of 
bis list of options. 
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ACROSS 

1 Ugiy sister refused a drink 
on her return (6) 

4 They give lift when a filer 
comes to obstacles (8) 

10 Agreed everything was 
bound to come oat (7) 

11 Strange charm that is pore 


12 Plenty of sites tor banders 
(4) 

IS A celebrity's due (5,5) 

15 Have riches in a vault (8) 

16 Calmed down when every- 
one agreed (7) 

20 Possibly spy on fashionable 
medium (7) 

21 Joins farces (6) 

24 Details put as specified in 
agreement (10) 

28 Number not in style, what 
an eyesore (4) 

28 Dashing chap with exotic 
tan on cheek (7) 

29 I sing about one Italian 
drink (7) 

80 Correspondence from a 
number surrounded by mys- 
tery, perhaps (8) 

81 There’s your hidden error 
( 6 ) 

The solution to last Saturday*! 
with names of winners on Satn 


DOWN 

1 Understand how to escape 
05) 

2 They might easily be one’s 
trial (9) 

3 Party rising in power in old 
Scandinavia (4) 

5 Money put in bank lately (8) 

6 Put a bit on horses in Sent 
( 10 ) 

7 Engagement ring? (5) 

8 Disgraced bogus Journalist 

(9 

9 Actor’s Instruction to jpxf 
“As You Lika IT? (2-3) 

14 X can upset a clergy- 
man - but it's not right D0) 

17 That's life! (9) 

18 Diana’s bloomer is a catas- 
trophe (8) 

19 In a way ft repays h a r shness 
(8) 

22 Habits of we&hred pfanoso- 
pbers (g) 

23 Criminal may get cleared by 
a horseman (5) 

25 One love-game of Eastern 
religion (5) 

27 little choice (4) 


» puzzle will be published 
March 24. 
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FT-ACTU ARIES WORLD INDICES 


Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co.» and County NafWest/Wood 
Mackenzie in conjunction with the Institute of Actuaries and. the Faculty of Actuaries 


NATIONAL AMD 
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Figures m parentheses 
show number of stocks 
per grouping 
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Making a 
better case 
for IT 


investment 

A LARGE Anglo-American 
r u m p ai ^ y is using a technique 
to justify its investments In 
information technology (IT) 
which seems to offer signifi- 
cant advantages over existing 
methods.- 

The company, which for the 
moment prefers to remain 
anonymous, was tracked down 
by the Brussels-based consul- 
tancy OTR. The consultancy 
was looking for a practical 
method of IT cost justification 
which, as Dr Colin Jackson, 
OTR manag in g director, says: 
“ en compassed infrastructure 
investment ' and which 
worked.” 

The company’s technique, 
the “IT I n ves tm ent Grid,” is 
an attempt to formalise the 
balance between risk and cost 

Why snch a solution Is 
needed has been well 
rehearsed. It is difficult to pro- 
vide adequate justification for 
investments In IT technology 
which help a company perform 
better and increase the quality 
of its d paling s with customers 
and suppliers but offer no 
obvious financial return. 

Companies, nevertheless, 
continue to spend money on 
data communications net- 
works, personal computers 
and artificial intelligence 
without, it seems, formal justi- 
fication. Too many of these 
in vest ments are acts of faith, 
discontinued when their corpo- 
rate “champions" move on. 

Four categories 

Olk has devoted the latest 
Issue of its regular research 
report to an examination of 
the IT Investment Grid. It is 
no magic bullet Indeed, used 
properly, it involves board 
members in a more detailed 
review of their companies 
ambitions end limitations 
than they might like. 

The Grid starts from the 
notion that there are four cate- 
gories ot FT Investment The 
“Turnaround” category is high 
cost and very high risk but 
could be to the future 

success of the company. Con- 
ventional return-on-tn vest- 
ment analysis is no help here. 
Concentration on return 
rather than market share lost 
US semiconductor manufactur- 
ers the battle for the world 
D-Ram market against the 
Japanese, OTR argues. 

“Strategic” investments are 
also high risk but they are or 
have become critical to the 
firm’s business strategy - 
Sainsbary’s installation of 
scanners at its checkouts or 
the Automobile Association’s 
investment in an advanced 
data communications network. 

“Core” investments are criti- 
cal for the current operations 
of the business. OTR describes 
how International Business 
Machines Invested in design 
software that enable it to 
assemble personal computer 
p r in t er s in one tenth the time 
taken by its then supplier 
Epson of Japan. 

“Staple” Investments are 
low cost and low risk. They 
include payroll systems, bud- 
getary control systems, per- 
sonnel systems and the like. 

Allocations 

To use the Grid, the board 
has first to decide what sort of 
company it is and then allo- 
cate Its investment spending 
between the four categories. 
An entrepreneurial company 
might have 20 per cent of Its 
spend in turnaround and 25 
per cent in staple. A conserva- 
tive company might avoid the 
turnaround category alto- 
gether. 

The next step is to monitor 
existing investments and allo- 
cate them to the four catego- 
ries. Inevitably there will be a 
mismatch; some companies 
will find this stage very 
revealing. Detailed negotia- 
tions at board level will be 
necessary to match the com- 
pany’s desired profile with its 
actual spending: “This dia- 
logue and iteration process is 
the most important part of the 
IT Grid System,” OTR says. 
“We believe that companies 
attempting to avoid this will 
have no success with the pro- 
cess at aXL" 

The Grid will not satisfy 
e v erybody’s idea of how to jus- 
tify investment in IT. It seems 
to work best in large compa- 
nies with dear company stan- 
dards and policies. But it is a 
useful starting point Its dear- 
est benefit perhaps, is that it 
forces board members to over- 
haul their ideas of what their 
company is about and where it 
is going. 

Alan Cane 

*How should you justify infra- 
structure investment in infor- 
mation technology? Available 
on subscription from 0T& 
Group, (01) 402 3574. 
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”1 SUPPOSE 1 would be 
characterised by the Financial 
Times as a left-wing play- 
wright, - says Stephen Poliak- 
off, “but these aren’t party 
political matters. It is some- 
thing that’s just common sense 
and needs to be written about, 
questioned, and dramatised 
because it is crucial to our 
well-being.” 

Poliakoff - voluble, intense, 
and prone to bursts of passion- 
ate gesticulation which betray 
his Russian Km» ag g — is dis- 
cussing free enterprise. 

More accurately, he is 
fifing about one strand of 
latest work. Flaying with 
Trains, which is nearing the 
end of its ran at The Pit, the 
Barbican’s smallest audito- 
rium. 

Why, the play asks, has 
Britain squandered the fruits 
of its gift for invention by 
allowing so many good Ideas to 
be developed abroad, or, worse 
still, by leaving them on the 
drawing board, withering away 
through a lack of funds? 

Poliakoff’s CV is Impressive. 
By 1376, when he was only 24, 
he was already Writer in Resi- 
dence at the National Theatre 
and winner of the Evening 
Standard's award for Most 
Promising Playwright. Since 
1371 he has written 17 stage 
plays, seven television dramas 
(including adaptations), and 
three feature films. 

When talking about his 
plays, Poliakoff has a tendency 
to lop off the aids of sentences 
as though his ideas are too 
important to be voiced in strict 
succession. Bearded and enthu- 
siastic, he bears a passing 
resemblance to an inventor 
hfnmp-lf, but that Is a creative 
strain carried by other mem- 
bers erf his family, Jewish Rus- 
sians who fled the Soviet 
Union for Britain in 1924, after 
the Installation of the Stalinist 
regime. 

“My grandfather [Joseph] 
was an inventor,” says Poliak- 
off. “He worked with Marconi 
and came to En gland before 
the First World War. He was 
deeply interested in various 
forms of early electronics, but 
his particular achievement was 
to be one of the first people in 
the world to record sound on 
film , in 1900.” 

Joseph Poliakoff was toler- 
ated by the Lenin Government, 
despite his privileged lifestyle 
before 1917, because of his tal- 
ent for invention. Poliakoff has 
already dramatised that experi- 
ence in an earlier work. Break- 
ing the Silence, which played 
at The Pit five years ago. 

“There’s a lot of science in 
my family." g*pTairm Poliakoff, 
“but I’ve only become inter- 
ested in it recently." 

In part. Playing with Trains 
draws its inspiration from the 
British business career <rf the 
Poliakoffs. Having started a 
new life in the UK during the 
1920s and 1930s they set up a 
company making hearing aids. 
In the early 1950s, St Thomas's 
Hospital in London asked the 
family firm, which was now 
being run by Poliakoffs father. 


Monda y Inter view 

Making 

invention 

necessary 

Playwright Stephen Poliakoff 
shares his hopes for a revival in 
a business-like backing for 
British ideas with Andrew Hill 


Alexander, to develop a “staff 
locator” - a device which 
would summon hospital doc- 
tors to emergencies without 
using a tannoy or bell system. 

The firm created the ubiqui- 
tous “bleeper,” which provided 
the foundation for a quoted 
company. Multitone Electron- 
ics, which still makes radio 
pagers and other communica- 
tion devices. Alexander Poliak- 
off Is the group’s president 
That provides a partial 
explanation of why the central 
character of Playing with 
Trains, Bill Galpin, is an engi- 
neer and entrepreneur. 

Even so, it seems an unusual 
choice of hero for a writer 

PERSONAL FILE 

1952 Bom. Educated at West- 
minster School and 
Cambridge, where he 
read History 

1976 Won London Evening 
Standard award for Most 
Promising Playwright 
1976-77 Writer in Residence, 
The National Theatre. 
London 

1980 Caught on a Train (BEKS) 
wins Bafta award for 
Best Single Production 
1984 Breaking the Silence 
(Royal Shakespeare 
Company) 

1969 Playing with Trains 
(RSC) and She’s Been 
Away (BBC Films) 


whose early work - plays like 
Hitting Town Q975) and City 
Sugar 0976) - was concerned 
less with the mechanics of cap- 
italism than with the bleak- 
ness of urban living. 

"Most people that make 
money in fiction turn into 
monsters,” admtta PoliakofL 

When the play opens, it is 
1967 and Galpin has already 
made a great deal of money. He 
has backed development of- an 
automatic turntable, revolut- 
ionising production of the 


gramophone, and toes money 
from the sale of his company 
to invest in other business 
ideas . 

Success breeds publicity, a 
platform from which the icono- 
clastic Galpin is able to lam- 
bast his more conventional 
counterparts in business for 
their reluctance to follow his 
lead. 

*T grew up in a business cul- 
ture.” says Poliakoff, “and nat- 
urally started thinking about 
the history of invention and 
innovation in thfa country: 
why we created so much - 
and lost so much- 1 most say I 
wanted to go into the heart of 
the tha ‘enterprise cul- 

ture.' 

“At the same time, I didn’t 
want the play just to be con- 
cerned with 'the Thatcher 
years,’ to use another clichfi, 
because the reason we have 
such a poor history goes bask 
further - from the 1960s, and 
Wilson’s white heat of the tech- 
nological revolution, right up 
to Lord Young «nd Nicholas 
Ridley at the Department of 
Trade and Industry with their 
enterprise adverts on the TV.” 

Galpin takes on civil ser- 
vants. television interviewers 
and an unsympathetic busi- 
ness co mmunity with evange- 
listic fervour, most notably in 
a set-piece speech to the Insti- 
tute of Directors at the Albert 
Hall, which also marks the 
beginning of inevitable 

decline. 

“We allowed the jet engine 
to get away, of course, didn’t 
we?” rails flaipin. “The whole 
commercial development of 
penieflfin, the computer, natu- 
rally, even an eany form erf 
Lego, the most success fu l toy 
in history — because we just 
wouldn’t bode when they 

asked us.” 

Poliakoff says he was also 
haunted by the Clive Sinclair 


story, atthnng ti he stresses that 
Galpin, who is a gifted investor 
rather than a gifted inventor. 


‘Queue’ for counsel 
protects civil rights 


T he steps leading to the 
appalling fete confront- 
tog Mr Farzad Bazoft, 
the Observer journalist hew in 
Iraq, contain a sharp reminder 
of the universal precept that 
persons accused of crime must 
have all the procedural safe- 
guards Of a fair trial, ill rinding 
counsel of their choice. The 
lesson has a peculiar relevance 
to the current politico-legal 
scene to Britain where an 
inalienable right is the topic of 
dispute between barristers and 
solicitors and is being fought 
out in the Courts and Legal 
Services BID. 

Nobody even passingly 
familiar with the long struggle 
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which took place in Britain to 
secure the right to be repre- 
sented by counsel can doubt 
the importance of an accused’s 
prerogative to instruct his or 
her own advocate. The rule 
that a barrister must accept a 
brief on behalf of any client 
who wishes to retain him to 
appear before any court in 
which he hold himself out to 
practise - the “cab-rank” prin- 
ciple - was finally established 
at the and of the lfith century. 
It arose over the prosecution of 
Tom Paine for publishing the 
second part of his Rights of 
Man. The great advocate, 
Ersktoe, who accepted the 
retainer to defend Paine «*d 
was deprived of his office as 
Attorney-General to the Prince 
of Wales for doing so, spoke 
the classic words: “From the 
moment that any advocate can 
be permitted to say that he will 
or will not stand between the 
Crown and the subject 
arraigned in the court where 
be daily sits to practise, from 
that moment the liberties are 
at an end.” 

The Bar has attached snch 
importance to the cab-rank 
rule that its parliamentary 

supporters in the current legis- 
lation are insisting that if solic- 
itors are to be accorded the 
same rights of audience in the 
courts as barristers they 
should be professionally bound 
to the same rule of etiquette. 
The Royal Commission on 
Legal Services, in 1979, which 
recommended that there 
should be no general extension 


JUSTINIAN 

of the rights of audience of 
solicitors in the higher courts, 
was insis tent on the mainte- 
nance of the cab-rank rule: 
“We consider it right to ensure 
that when the services of a bar- 
rister are required, he should 
be selected for bis capacity to 
handle the case without regard 
to any other considerations 
and should accept the case 
without regard to his personal 
view, whether about the client, 
the nature of the case, or in the 
case of crime, the offence 
charged.” 

Quasi-political cases 
may be handled 
more effectively by 
an advocate whose 
personal views are 
neutral to the cause 

Yet the solicitors' branch of 
the profession is stoutly resist- 
ing the application of the cab- 
rank role which has not hith- 
erto applied to them to the 
course of their practices, even 
as advocates in the lower 
courts where they have a right 
of audience and do frequently 
appear. It is, thus, not only lay- 
men on both sides of politics 
who think that a barrister (and 
hence any advocate) may, and 
even should, pick and choose 
the cases to which he is pre- 
pared to appear. 

The argument for not apply- 
ing the rule to solicitor-advo- 
cates is that while the rule 
anurw-Tfltftg a high-minded prin- 
ciple, it is more honoured in 
the breach than in the obser- 


vance. And, in practice, no pro- 
spective client will ever be 
without legal representation; 
there will always be some law- 
yer who win take on his case. 
Such a riposte misses the 
point If a cnent wishes to brief 
a particular counsel it is no 
answer to say that he can 
always have someone else. It is 
not unknown for barristers to 

malm ^lnw to 

act, their true reason being 
that they think that their pro- 
fessional reputation might be 
damaged by appearing on 
behalf of an unattractive client 
or a so cl ally-discreditable 
cause. The barrister who sym- 
pathises w ith his cHewt or tim 
cause that the client represents 
may be the best advocate to 
plead the case in the most pro- 
fessional manner. The case of a 

S ' -political nature may be 
Led more effectively by 
the advocate whose personal 
views are neutral to the cause. 

The more compelling case 
for resisting the cab-rank rule 
is the persistent lack of 
enforcement by guardians 
of the professional obligation. 
When, for example, a group of 
left-wing lawyers in a set of 
barristers* chambers declared 
some years ago that none of 
than would accept briefs from 
landlords in dispute with their 
tenants, no stops were taken to 
discipline them. 

If there are innumerable 
instances where barristers 
have sought to justify a refusal 
to accept a particular brief, 
because of unavailability or 
the potential length or com- 
plexity of a case, then an 
many unproclaimed and 
unsung cases where barristers 
have foregone more attractive- 
and more lucrative briefs in 
adhering to the cab-rank rule. 
Although the barrister may 
probably demand a proper pro- 
fessional fee for his services, 
there are even cases when the 
less-lucrative legal aid fee (or 
even no fee) has been accepted 
by counsel appearing in an 
unpopular cause. The cab-rank 
rule still stands as a monu- 
ment to unassertive, profes- 
sional propriety in a world 
where civil liberties are too 
often in jeopardy. 



‘I wanted to go to the heart of that cliche: the enterprise culture’ 


Is not based on Sinclair: “I 
thought that was such an 
English thing: the way that 
dive ■ < Knrfair started off the 
decade as a model hero of the 
enterprise culture - not that 
the term had been coined then 
— and then became a public 
joke, much reviled. Jokes are 
still ynafle about him on the 
telly, although the failure [erf 
the C5 electric car] is already 
five years old. 

“If 8 a deeply embedded atti- 
tude. I think the Americans 
would have said, *OK, It didn’t 
work, but what’s the next 
thing?* We just delight in 
somebody trying to to do some- 
thing ana wrwitig a cropper.” 

Galpto’s eventual downfall 
nmwhinaa the ridicule faced by 
Sinclair, and that most English 
of confrontations, a juicy libel 
suit Poliakoff cadis libel “the 
great sport of the 1960s.” He 

sat in cm the Jeffrey Archer 
case as part of his research and 
the co ur troom scene provides 
the principal set-piece of the 
second half of the play. 

-But Poliakoff insists that It 
is pure coincidence rather than 
a direct reference to Sinclair 
that the visionary project 
which Galpin tries to put into 
action - and which helps 
bring Wm down — is an inno- 


vative road-tail vehicle. 

Poliakoff shares with Clive 
Sinclair an amazed disbelief 
that a Government which wor- 
ries about bow few young peo- 
ple wish to study science 
should then start charging for 
entry to s ^iwb Mnawiw 
to London. He traces the rea- 
sons for the dearth of good 
British engineers bade to an 
innate snobbery about people 
who make things, and the 
influence of generations of 
arts-biased Oxbridge gradu- 
ates. As he recalls, fellow Cam- 
bridge arts students thought 
"engineering undergraduates 
were the pits - worse than 
rugger buggers." 

Since then, Poliakoff believes 
successive Governments — in 
particular under Margaret 
Thatcher — have stifled indus- 
trial regener a tion at its roots: 
“In the late 20th century it is 
very, very difficult for the per- 
son or idea that doesn’t come 
within the Oxbridge or univer- 
sity structure to succeed, 
althoug h historically the i deas 
which have changed all our 
lives have usually come from 
outside that structure.” 

Strangely, there also seems 
to be an overlap with Mrs 
Thatcher's views. The play- 
wright and the Prime Minister 


both admire Victorian values 
- in Poliakoff’s case, indus- 
trial values such as those 
which built and filled the Sci- 
ence Museum. 

As a result. Bill Galpin is a 
throwback to the Victorian 
patron-industrialist. “There 
were all sorts of dreadful 
things about the Victorian age, 
but there was also a sort of 
vision, a worship of engineer- 
ing," ex plains Poliakoff. “Now, 
people who have vision are 
thought of as deeply vulgar.” 

He believes short-term think- 
ing is one of the principal rea- 
sons for the decay of heavy 
industry to the OK. He points 
oat that West Germans, work- 
ing within a longer-sighted 
investment tradition, simply 
do not understand his new 
play and its indictment of slug- 
gish central government agen- 
cies, which sit on good ideas 
until they die: “When they see 
or read this play they say, *My 
God - you footer* 

Suddenly, the writer grows 
shy about pontificating on the 
reasons for Britain's alleged 
industrial decline. Puzzled by 
the lack of 20th-century fiction 
about science and innovation 
(he is working on another play 
about the subject at the 
moment), Poliakoff is ■wami 


that it should fall to a writer to 
try to shake up the attitude of 
industrialists. “Why don’t busi- 
nessmen talk about this wider 
vision?”, he asks. 

Playing with Trains - which 
ends with the gloomy nemesis, 
of BUI Galpin. a recluse hotaP> 
up to one of the draughty con- 
crete buildings be once critic- 
ised - is his contribution to 
what he believes should be a 
noisy debate. 

“Several businessmen and 
senior civil servants have writ- 
ten to me, saying There’s a lot 
of truth in this’ and ‘You’ve 
opened our eyes,’ which stag- 
gered me. But although busi- 
ness people agree with it in 
retrospect, they wouldn't have 
responded to a real Bill Galpin 
at the time. We’d all say, ‘Who 
does he think he is?* 

“What I was trying to do was 
take a very metallic subject 
and write about it with some 
passion and some sensual 
power. 1 can’t answer lots of 
questions, but 2 can set up a 
Story of one man, which jan- 
gles up people's thoughts 
about why we've fallen 
behind." 

The lost performance of Ploying 
With Trains at The Pit is on 
bStirchn. 


The 

Sunshine's on 
Trafford Park. 
Ask Kel logo's. 


A healthy place, Trafford . 
Pork, for any business. 

Ka llogg's chose to put their 
first European factory there In 
1938, and It's grown to around 
7 times Its original sfcce. (It's the 
second largest ready-to-eat - 
.cereal factory In the world.) 

“Traff o rd Park Is an excel- 
' lent place for companies to 
Invest and grow 5 enthused 
Kellogg's. “We'd recommend It? 

; Perhaps you'd Dice to con- 
sider moving there, too. 

Yeti'll find tli<e very best 
road and air communications 
close by (Manchester Is and. 


of Europe's fastest -growing 
airports). 

Cheaper property costs and 
a location that's |ust a few min- 
utes from Manchester, Britain's 
second financial centre. 

With over two million square 

feet available, there's a large 
variety ot sites and buildings 
to chioose from, too. - 
' And 'grants are also avail- 
able for qualifying companies. 
.... -Tp find out more, why not 
arrange a meeting with Derek 
Farmer on 061-848 0404 (U.K.). 

He'll meet you for break- 
fast, H you like. 
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FINANCIAL TIMES SURVEY 


A superpower 
in turmoil 


The Soviet Union is in the 
throes of a second social 
revolution, the effects of which 
may well be as far-reaching as the 
1917 October Revolution which 
began the Socialist Experiment. 
President Mikhail Gorbachev’s 
perestroika is calling into question 
all the basic tenets of Soviet 
society, and the whole foundation 
of post-war international relations 
Already its effects across the . ^ 
world have been dramatic, in 
progress towards global 
4 disarmament, dismantling the ' V' 
superpower rivalry, bringing ■ 
peace to regional conflicts and 
causing the collapse of communist 
rule throughout eastern Europe. 

At home, the Communist Party 
has agreed to give up its 
monopoly of power, but the 
multi-party system to come 
is still clouded by 
uncertainty. And the 
economy is in dire crisis. 

This survey assesses the 
problems and prospects for a 
superpower in turmoil. 
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The Communist Party has lost Its political 
authority, but does not know how to abandon 
its power 
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If reform succeeds It will be largely because 
a state of law Is painfully being built 


ECONOMY 

Economic reform in the Soviet Union 
faces fust three obstacles: the 
legacy of the past; the chaos of the 
present and the conflict over the future 


FOREIGN AFFAIRS 


It is common to hear educated Russians 
mock the grotesque and overblown 
pretensions of their country, 
describing it as a 'Burkina Faso 
with nuclear weapons' 


FINANCE 

‘We should turn all state property into 
shareholder property and create a stock 
exchange' 


INDUSTRY 

They should ail read Lewis Carroll. This 
economy Is like Alice in Wonderland 1 


ENERGY 

‘Ever since Lenin's famous dictum that 
communism equalled soviets plus 
electricity , energy has assumed an 
exaggerated role in the economy ' 


CINEMA 

Having been given the right to say what 
they want, film maters are finding 
that they were more comfortable when 
they had something to fight 
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SOVIET UNION 2 


Mr Gorbachev has lifted the lid of reform and released an explosion of demands. Quentin Peel examines the impact 



Teetering between revolution and disintegration 



THE FUTURE of the Soviet 
Union is in the hwkmrp, teeter- 
ing between revolution and 

On the outcome hangs the 
Hate of President MTMunl Gorb- 
achev, the outstanding world 
of the late 20th century, 
and a generation of middle- 
aged revolutionaries who have 
devoted their lives to waking 
their yprtirc" from more than 70 
years of a "liturgical dream," 
to quote one of his closest 
advisers. 

It is an outcome which will 
also have far-reaching conse- 
quences for the rest of the 
world, deciding whether the 
present climate of disarma- 
ment and cooperation can lead 
to a period of unprecedented 
s tability and economic growth, 
or whether Europe will once 
again become a Cockpit Of 
squabbling nationalities, domi- 
nated by the awful prospect of 
a pauperised superpower with 
a huge nuclear arsenal. 

This , week, almost five years 
to the day since he succeeded 
as the Soviet Communist Party 
leader, Mr Gorbachev is set to 
become executive president of 
the Soviet Union - with 
sweeping powers virtually 
Independent of the party which 
matte him. . 

From one point of view, the 
move is a logical consequence 
of the process of democ rat ls a - 
turn which the Soviet leader 
embarked on in 1988, when he 
switched his priority from eco- 
nomic to political reform. It 
creates a directly elected presi- 
dency, its powers balanced by 
an e lec ted parliament, dis- 
tances the once all-powerful 
party from the direct levers of 
power. 

On the other hand, Mr Gorb- 
achev’s rush to push through 
drastic constitutional change, 
and create such a powerful 
presidency, can be seen as a 


C ble to save perestroika 
. the twin monsters it has 
spawned: the economic col- 
lapse of the old system, and 
tin nationalist unravelling of 
the Soviet empire. 

When he launched peres- 
troika in 1385, even his closest 
advisers admit that he had no 
real inkling of the extent of the 
revolution it implied. 

“He did not come with all his 
ideas prepared for peres- 
troika, saya Mr Georgi 
Shakhnazarov, the political sci- 
entist (and writer of science 
fiction) who is (me of the three 
personal aides in his private 
office. “But he was prepare d to 
the extent that he understood 
this system could not survive 
any longer, that we had to 
restructure and make really 
revolutionary changes In the 
system. Step by step, we go 
deeper.” 

The crucial point which the 
Soviet leader and his fellow 
revolutionaries seized was the 
need to “de-Stallnlse” Soviet 
society, to remove all traces of 
the tyranny imposed by the 
Soviet dictator In every aspect 
of Soviet life, in the economy, 
politics, culture, even in sport 
The question that now has to 
be faced is whether de-Stalini- 
sation does not inevitably 
mean the destruction of the 
communist system, the heri- 
tage of 1917, and starting again 
from scratch. 

Mr Gorbachev is convinced 
that some sort of pragmatic 
Leninism is possible - a 
human mriflHim, With 8 multi- 
plicity of economic and prop- 
erty forms (no rigid state 
monopoly), a re vi val of peasant 
farms Oust as his own father 
had oneX and above all, the 
recovery of individual Initia- 
tive- 

Parallel with that is his con- 
cept of a new Soviet federation 
- which he openly admits has 


never existed in the USSR 
beyond the empty words of the 
constitution. “Do yon know 
what a federation is?” he asked 
of Lithuanians demanding out- 
right secession. “How could 
you know? Yon have never 
hved in one.” 

Yet just as the republics are 
supposed to be getting the gen- 
uine autonomy which they are 
promised, Mr Gorbachev is 
establishing a strong central 
presidency. Can the two cam- 


b&chev has chosen deliberately 
to stimulate a revolution from 
below. On the eve of that cru- 
cial February plenum, popular 
revolts in the provinces over* 
threw a string of top conserva- 
tive party leaders - in Volgo- 
grad, Tyumen, Sverdlovsk and 
elsewhere. 

Now there is a real poss&il- 


ecoponric, as d an wrpkrifm of 
ideas. 

The first sort of explosion 
has meant that even where 
perestroika has improved the 
situation, expectations have 
grown even faster. There is 
today fer more regional auton- 
omy from Moscow already - 
not least because the old tines 




His most extraordinary 
achievement to date haw h ww i 
to persuade the representatives 
of the old regime to give up 
without the sort of backlash or 
bloodshed seen in Romania. 
Not only in the rest of e aste rn 
Europe, but also at home. 

It was strikingly illustrated 
when conservative major- 
ity in the ruling Soviet Com- 
munist Party central commit- 
tee voted unanimously in 
February both to abandon 
Article Six of the constitution 
- entrenching the Party's 
effective monopoly of power - 
and agree to an exe c uti ve pres- 
idency beyond the control of 
the Politburo. Speaker after 
conservative speaker had 
denounced the plans as a 
betrayal of all the Party stood 
fer. Yet when it came to the 
vote, only Mr Boris Yeltsin, 
that professional rebel, vo te d 
against - because the plan 
was not radical enough. 

It is as If the old hierarchies 
knew that they were bankrupt 
of ideas, and that their cosy old 
corruption might not be quite 
so brutally exposed if they 
went willingly. 

Then Mr Gorbachev has also 
played a devastating^ hut high- 
risk, pnBtiai hand. Unlike his 
predecessor. Mr Nikita Khrush- 
chev, who tried to de-Stalinise 
the system from the top, and 
was overthrown by it, Mr Geos 


risen even fester than supply. 

The raised expectations have 
also affected the whole attitude 
to reform. The latest elections 
for republican parliaments saw 
a riangpTYYrtfl amramt rtf apathy 

among voters, faced with a 
bewildering choice between 
candidates they had never 
heard at The viewers watch 
the Supreme Soviet struggling 
to come to terms with a genu- 
ine parliamentary system, and 
see only wrangling over proce- 
dure: they want action, goods 
in the shops, not words. There 
is a crisis of confidence in 
perestroika. 

Yet the explosion of ideas is, 
an. balance, to Mr Gorbachev’s 


ity that mag* demonstra- 
tions wCl continue, demanding 
not just the heads of the lead- 
ers, but of the whole party 
structure. The atmosphere in 
the country is ert r a aydimiriiy 
tense, and there is a real fear 
of precipitating the sort of 
bloodshed unleashed by 
Ceausescn In Bucharest: Might 
ftiii in torn produce a 
votive coup? 

“The process of perestroika 
has only lasted five years. I 
Cannot say people have 
changed drastically, a govern- 
ment minister said recently. 
“We frequently used to use the 
word irreversible. Then sud- 
denly we came to understand 
that only so m e thing* are irre- 
versible. la human life, maybe 
only is irreversible.’' ■ 

The problem is that when Mr 
Gorbachev lifted the lid of 
r efor m , he released two forces: 
an explosion, of pent-up 
demands, both nationalist and 


advantage. Young people have 
burst out of the ideological 
shackles (removed their “ideo- 
logical spectacles," as Mr Niko- 
lai Petrakov, Mr Gorbachev’s 
economic adviser, puts it) and 
are embracing new forms of 
ec on omic and political activity 
with a vengeance. Ibis is just 
beginning to inroads into 
the decades of government pro- 
paganda, and deep-seated peas* 
ant suspicion, that have under- 
mined any effort at 
entrepreneurial Spirit 

Tha result Is fairly unai-yft te-, 
or for the potential foreign 
investor looting for a joint 
venture; s omething like com- 
ing to the WBd West. But if 
that energy explosion can be 
harnessed into a new system, 
it provides Mr Gorbachev with 
his chance. 

Whether he succeeds in the 
end or not, Mr Gorbachev’s 
survival so fer is remarkable: 
he has shown an ability to 
adapt to Changing political cir- 
cumstances, to outmanoeuvre 


\m 






a conservative majority is all 
the leading institutions of the 
state and party. He has cer- 
tainly benefited from the feet 
th?* a great creaking empire 
ran suffer revolts at its fringes, 
and still not fell apart. 

And one human a chiev e- 
meat must not go unrecorded: 
Mr Gorbachev has reduced - 
not yet entirely abolished - 
the fear which used to perme- 
ate the system. Glasnost means 
that ordinary people worry fer 
less about speaking their 
minds. 

“Fear is genetically to be 
found In our people,” saya Mr 
Vyacheslav Sbostakovsky. Rec- 
tor of the Moscow Higher Party 

School, and a leader of the 
social democratic reformers 
within the Communist Party. 
“Many people said when peres- 
troika began that its purpose 
was simply to identity the dis- 
sidents and bring them to the 
wall. Now at last the people’s 
mood is beginning to change." 

Even if Mr Gorbachev does 
not survive the course - the 
nin#» years’ more as president 
he can constitutionally expect 
- if he abolishes the fear in 
the s ystem , it will have been 
an extraordinary achievement. 


of command have broken 
down. Yet nationalists Hawnmd 
outright independence, even 
where all l ogi c is a gainst it. 
The promise of federalism has 

(Vw TyfrtfMwg 1 £q w rtwaiw fhtfm 

On the economic front, it is 
not true that all production 
has slumped. Production of 
television sets, for example, 
increased by as much as 20 per 
cent Yet there are none in the 
shops; The answer is twofold: 
the Official. retail system Ha* 
collapsed, to be replaced by 
ai ten i H t tv e distribution routes 
through - and the 

Wank marke t; and demand h*» 



A cartoon by LSroimov from < 
book of satirical cartoons 
Joking AsMe 
(Program Publishers 
Moscow). The book tskss a 
sideways look at era of 





QNP total (tbn 1965) 

By sector of origin 

Indust r y 

Agriculture 

Other productive sectors . 
Nan-prodilcflve Sector* 
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Your Bank for 
East-West Trade 


Oar services: 


East-West Financing Euro Deposits 


APV's trading progress in the Soviet Union clearly illustrates which confirms our status as the undisputed leader, in 


the opportunities that perestroika presents. »\ We have 


established a fully staffed office in Moscow and already have 


supplying production line machinery and equipment to the 
food and drinks industries worfdwide. From biscuit and bread 


multi-million pound contracts for the supply of cereal 


production lines and dairies. A We have also signed an 


agreement to establish a new joint venture company with 


baking to chocolate and confectionery making. From cereals 
and snacks to dairy, brewing and soft drinks. From initial 
ingredient specification to final packaging. A For more 


Mosgoragroprom. A As a result we shall shortly be information please contact us at 


modernising a number of existing food factories. A Aff of one of the addresses below. 


A 


Forfaiting . 
Guarantees 
Syndicated Credits 
Interbank 'Credits 
Foreign Exchange 


Precious Metals 
Documentary Credits 
Documentary Collections 
Settlements 

Checks and Bill Collections 


Any Questions? 


Please give us a ring. Our specialists will be 
please*! to help you. 



Bask for Foreign Economic Affairs or the USSR 
(Vnesheconombank of the USSR) Zurich Brandi 
Schfitaengasae 1, 8001 Zurich 
Tetepfcme: J01/211 23 35 
Tdefox: Gl/221 U7 79 


APV 




APV pic, 2 Lygon Place, London SW1 W OJR. Tel: 01-730 7244 Telex: 925455 Fax: 01-730 2060. 

APV Pasilac Danish Turnkey Dairies, Pereutok Sadovsklh, Dom 4, Kvartira 6, 103001 Moscow, USSR. Tel; 209 28 23/209 28 79 Fax: 200 0241. 
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POLITICS 


SOVIET UNION 3 


Quentin Peel reports on the rise of the parliamentary system 

Thriller for armchai r viewers 


AS IF glasnost were not 
enough, Soviet television view- 
ers have suddenly been-gfren a 
whole new galaxy of stars to 
co nt e n d with.. 

Every night at Tpra the new 
soap opera, begins. There are 
familiar villains, flawed heroes 
and heroines, .a querulous 
question-master, and lots of 
confusion, wifh.the ptoteaften 
being rewr i t te n in the coarse 
of tlip drama. 

The stars are people like Mr 
Ynri Sobchak, a rising lawyer 
from Leningrad, with a natty 
Hue in loud checked jackets; or 
Mr Valentina Shevchenko, an 
uurepen tartly conservative old 
babushka from -Kiev; Mr Venia- 
min Yaxin, the populist hero of 

industrial working classes of 
the Ural mountains and 
scourge of the intelligentsia; 
and of coarse battling Mr Boris 
Yeltsin. 

The setting is the S up re me 
Soviet, coming to the viewers 
almost live.from the Kremlin. 
Occasionally they are treated 
to a bumper Issue, known as 
the Congress of People’s Depu- 
ties, with five times as many 


MR VYACHESLAV 
Shostakovsky, Hector of the 
Moscow Higher Party School, 
is a top party official - and a 
pretty wild radical in the ranks 
of the ruling Communist Party. 

Q He is a founder member of 
tha dissident TkHninrrMih* pjat- 
form, which puts him politi- 
cally on a par with the hugely 
popular communist maverick, 
Mr Boris Yeltsin. 

Yet in the latest elections to 
the Russian parliament, Mr 
Shostakovsky was convinced 
that he was not going to win. 
The simple reason was that the 
voters would .reject him 
because of his job. 

“They will identify me with 
the party bureaucracy he 
said. “Same. of the voters are 
Bitiwmaiy negative, about this." 

The Hnnlrlagh aprinrt thp rul- 
ing party ha« Anally come Into 
the open In every part of the 
Soviet Union, manifested not 
just in the secrecy of polling 
booths, but out on the streets. 

In 1989, the great debate was 
whether the Communist Party 
would remain a Tn o"Qitthi« rul- 
ing party, or become a genu- 
fauely pluralist party, with open 
disagreements within its 
ranks, end a federal structure 
to accommodate the rebellious 
non-Russian republics. In that 
way, it was argued, it might 


actors, and proportionally 
more mayhem. 

\ The whole process Is called 
learning to build a parliamen- 
tary system in public, and it is 

possibly the most important 
single achievement of Presi- 
dent Mikhail Gorbachev's 
perestroika process so far. 

Confusion is inevitable for 
participants who only one year 

X were used to a parliament 
h met for two days a year, 
and said yes to every propos a l 
nut to it Viewers are express- 
ing the well-known criticism 
that.it is all words and no 
action. Yet the learning- pro- 
cess has been extraordinarily 
swift. 

ft has to be, for the Supreme . 
Soviet • is a tte mpti n g - to draft 
nothing less than the entire 
legal basis for a law-based 
state, where before the law was 
cither ignored, or . did not exist 
The process of attempting to 
create new laws is taking puce 
against a background of furi- 
ous public debate in the. 
streets. Each attempt at eco- 
nomic reform - be it price lib- 
eralisation, cuts in state spend- 


ing to trim the hum budget 
deficit or the lfigarowttan of 
forms vt private enterprise — . 
is pwt with an angry hgeWaabi 
from the likes -of Mr. Yarin, 
leader of the . conservative 
United Workers’ Front 

- Now the Supreme Soviet Is 
faring a. big new challenge, 
before it: has even come to 
terms witii iis old job: it has to 
learn to live with an exe cu t i ve 
presHenf, with the power to 
veto; its decisions, and some- 
how 1 find' w ay B of controDlng 
the ever-present .danger of 
untrammelled executive 
'power. 

: There are already main 
problems in the system, with 
which- the People’s Deputies 
have to contend. For a start, 
the -housing crisis in Moscow 
wwuhi they an an living h»nd 
to mouth hrthe cramped quar- 
ters of the Moskva Hotel - a 
stone’s throw from the Krem- 
lin, but scarcely congenial sur- 
roundings to recover from a 
day’s labour in committee. 

They; have only the most 
rmflmentary research facilities ■ 
at their disposal--, who needed 


any independent information 
in the past? Government minis- 
tries are ordered to answer 
their questions, but they still 
may take weeks to do so. There 
; Is a total staff of 600 in the 
Supreme Soviet secretariat - 
about ape-fifth of the number 
wockingin the US Congress - 
attempting to servire all 2^50 
People's Deputies. 

They can also datm up to 
HbsSOO a month for an aide - 
just about enough fin: a young 
researcher, or for a secretary, 
bat not for both. 

Perhaps mare serious for a 
new parliament is the lack of 
legal -draftsmen capable of 
writing laws which are unam- 
biguous, and capable of dear 
inte rp r etation in court When 
the Supreme Soviet passed a 
law outlawing strikes in key 
Industries last year, Mr Vadim 
Bpkatin, the Minister of the 
I n terior, openly aitmwtpd that 
It. was unenforceable - 
because it failed to provide any 
penalties for specific offences. 

■ Tn 0 riawili* mJenMasBlt; 

Mr Veniamin Yakovlev, the 
new Minister cf Justice, admit- 


ted test year that the problem 
with Soviet legislation was 
that it was all written “in the 
language of newspaper editori- 
als.'* As tor understanding 
what is happening in the par- 
liament, and what precisely 
has been agreed, this will not 
be possible nntn the assembly 
sets up adequate printing facu- 
lties, to produce enough copies 
of draft laws, th e ir proposed 
amendments, and verbatim 
MMcramts of day’s proceed- 
ings. An that is still forehead. 

In spite of the absence cf a 
recognised multi-party system, 
the S u pr e me Soviet is already 
accommodating a variety of 
dear Interest groups, and. in 
the shape of the Interregional 
Group, something which looks 
suspiciously like an opposition. 

The complication is that fre- 
quently the "opposition” is 
really on the side of Mr Gorba- 
chev in pushing for mare radi- 
cal reform, and the “loyal” 
ranks of deputies are the ones 
most unhappy. 

It was Mr Sergei Stankevich, 
an articulate young member of 
tire Interregional Group, who 


THE COMMUNIST PARTY 


spelt out most dearly the con- 
cerns about establishing a pow- 
erful presidency for Mr Gorba- 
chev - before the Supreme 
Soviet had really esta b lished 
itself as a strong democratic 
instit ution. 

The Soviet leader himself 
was only persuaded of the need 
for an e xe c uti ve presidency in 
recent months, according to Mr 
Georgi Shakhnazarov, his polit- 
ical adviser. “Mr Gorbachev 
said a pre sidenc y was not in 
the Soviet tradition," he said. 
“Our t radition is mote COllB- 
giaL" 

The truth is that the Soviet 
legislators are writing and 
rewriting their constitution as 
they go along. The whole rela- 
tionship between tire directly 
elected Congress cf Deputies, 
and the indirectly elected 
Supreme Soviet, may well be 
changed. There are many out- 
side the official state and party 
structures who would argue 
that the whole syst e m of sovi- 
ets is incapable of accommo- 
dating genuine democracy. 

“ Mr Gorbachev is right. He 
never talks about democracy, 
only democratisatian,” says Ms 
Katya Podoltseva, a full-time 
activist in the Democratic 
Union wimptigning for a west- 
ern-style multi-party system. 
“We believe that the Soviet 
Union cannot come to democ- 
racy through the soviets.” 


_ Win it split? Il 

Finally, the end of the Party jSgig 


keep its effective monopoly erf 
power. 

In i960, the question is far 
more about whether the party 
can survive at all, in what is 
now seen- as the inevitable 
future of a multi-party system. 
At the .vety least, the debate 
has become one about when 
the party will split, not. if- it 
wifi do so. . 

“We don’t realty have any 
other forces today which are 
authoritative and Influential." 
Mr Shostakovsky says. “Other 
struc tur es are being formed, 
but they are still, at a very ink 
tial stage. Yet in spite of its 
well-developed structure and 
maaB membership, yon cannot 
say that our party as mxch.ia 
very authoritative. ‘That is the 
paradox.” 

In 1968. so me 18,000 party 
members handed in their cards 
— only a tiny proportion of its 
19m plus membership. Last 
year, the -number increased 
f»wfnM t Mr-Shostakovaky said, 
although the figures have- yet 


to be published. 

The print is flmt flw Com- 
munist Party has tost its politi- 
cal authority, but does not 
know how to abandon its briH 
on power. Every significant 
jwrttlnn tn the Soviet —vntnni y 

has .been filled for year? by a 
party appointee - and usually 
by one who has proved his or 
her credentials, by blind, loy- 
alty, not ability. Every one of 
those members of the socafied 
t—rngfaterr linn n panfmonnt 
reason to resist any dflntinn of 
party power. 

Mr Nikita Khrushchev 
attempted to reform . the 
nofnefic&ztere from above, and 
was eventually overthrown by 
it Mr Mikhail Gorbachev is 
attempting to reform it by 

ifaHlar ^ly anw i iiHij ili i g pwa. 

sure from- below', ft is proving a 
far more eff ect i ve strate gy, but 
one with the ever prese nt dan- 
ger that ft will not. stop with 


. Ever since 'the 19th Comnra-' 
nfat Party confere n ce in June 


1988; it has-been ria«w Hmt Mr 
Gorbachev saw the need to 
lemove the party from execu- 
tive power. Whether he actu- 
ally saw the need to beak it 
completely is i— » dear. 

Tm not sure there was such 
a deep strategy,” Mr Shoeta- 
kervsky ays. “The party was 
undergoing a euphoria of hope 
— ~ -fin* putirai changes m 

flu* p ar ty itself.’* It was the dis- 
appointment of that hope 
which led to the <•» > ■ «"" of 
alteriiaiive “horizontal" struc- 
tures within the Pa rty — party 
dubs, direct bnVw between pri- 
mary party organisations, out- 
ride tud ‘fall-time apparatus, 
which in torn! turned into 
the Democratic Platform. Many 
see that organisation .as the 
nucleus o£a future Social Dem- 
ocratic Party; divorced from 
the CPSU. 

. Mr Goriachev himself .only 
fa if confident enough to +*riri» 
the party , bureaucracy head on 
hi. February — after the wind 
of change had swept "away the 


commu nist leaders across east- 
ern Europe, and demonstrators 

tKimtf pri to do Hw wnu> in 

the Soviet provinces. Yet what 
he has dime is potentially dev- 
astating. * 

The decision of the central 
committee -. against all its 
conservative instincts - to 
scrap Article Six of the consti- 
tution, enshrining the party 
monopoly of power, is the most 
important symbolic , gesture, ft 
frees not only wltenmllve polit- 
ical movements to act openly 
as opposition' forces, it also lib- 
erates in the party 

to think realistically about a 
split. 

TVm- simultane ous ilwWrm tn 
es tablish »n execu ti ve presi- 
dency la the one with the most 
dramatic practical conse- 
quences, for ft frees Mr Gorba- 
chev bbiisdL and therefore the 
Soviet government, from real 
party controL The Politburo 
win exist no more, and he can 
choose Ms. own cabinet instead 
*— ppHmwwBiy without coussr* 


vatives like Mr Yegor 
Ligachev. 

So wifi the party survive, or 
will it split? It is far more 
likely that the radicals will 
break away than tire conserva- 
tives. The latter are bound by 
Mind party loyalty, until tire 
bitter end. The former are des- 
perate to distance themselves 
from the past. 

For Mr Shostakovsky, the 
key wifi be the party’s ability 
to transform its inner party 
str u c t ures, internal democ- 
racy. That means scrapping 
democratic centralism - the 
flfriatwinhfp of . the buMterahip 
- and most of the rigid party 

rril gy g t crm ft mnaim scrapping 

any privileged links with, the 
Bed Army and the KGB, the 
stfll-faared State Security Com- 
mittee. And it even means pos- 
itively encouraging the estab- 
lishment of rival parties - by 
sharin g party buildings with 
Bwm, for example. 

That is the pro gramme the 
Democratic Platform is promo- 
ting, and Mr Shostakovsky 
does not seem to see much 
room for pnni p mwl we. 

“I think that if this pro- 
gramme is too long drawn out, 
there may not be a 29th party 
congress,” he said. 

Quentin Peel 
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POLITICS 


( SOVIET UNION 4 ) 


John Lloyd examines how the unity of the Soviet state is being torn apart by ethnic nationalism 

A melting pot rapidly coming to the boil 


"Ethnic sentiment and cohesion 
are the quickest catalysts of 
effective n«o association. 
Nationalism steps into the space 
v ac at e d bu ideocracu.” 

Ernest GeUner, Professor of 
Social Anthropology, Cam- 
bridge University » September 
1389 

IT IS Impossible to describe the 
turmoil in the Soviet republics 
and among its nationalities in 
other than dramatic terms. In. 
the past three years — popular 
fronts timorously began in 1987 
— the upshaheab le unity of the 
Soviet state, the project of 
creating homo sovieticus, the 
central grip by Party and min- 
istries on the economies and 
societies of 15 republics and 
100 ethnic groups have been 
weakened to the point where 
these concepts and powers can 
no longer either be Invoked or 
used, except In extremis — as 
when Azeris and Armenians 
kill each other. 

Consider 

■ The Baltic states at Estonia 
and Lithuania have already, in 
effect, declared themselves 
independent by renouncing the 
“agreements” which incorpo- 
rated them in the Soviet Union 
50 years ago; the third, Latvia, 
is likely to follow. Their 
nationalist leaders - they are 
very often communists, indeed, 
in Lithuania, the communist 
leadership is nationalist - 
speak now not about greater 
autonomy, a loosening of the 
central plan, a greater cultural 
diversity, but about Soviet 
troop withdrawals, separate 
currencies and a Baltic federa- 
tion with the Scandinavian 
countries, Poland and (a 
united) Germany. The 
multi-party syste m is an estab- 
lished fact In all three. Indeed, 
these parties wfll have gone to 
the polls before any of their 
fellow parties in the East Euro- 
pean countries, with the par- 
tial ex c eption of Poland. 

■ Of the three Transcaucus 
republics, two - Azerbaijan 
and Georgia - have in the past 
12 months seen blood shed in 
their capital by Soviet troops. 
This has vastly increased the 
standing of the nationalist 
movement, split and faction 
ridden as it Is in both repub- 
lics. The tragic Armenians per- 
haps still need the Soviet guar- 
antee of their borders as much 
as ever. But there, too, the 
clamour for the return of 
Nagomo Karahakh from Azer- 
baijan control after 70 years 


Sections duo 
Estonia: March 18 
Georgia: March 2S 
Kazakhstan: March 25 
LaMar March 18 
(stations In Armenia 
a Azerbaijan 

postponed due 
toconSct) 



Population 1989 I 
Mfflton S 

Russia 

147.4 1 

Ukraine 

51.7 I 

Uzbekistan 

194 

Kazakhstan - 

165 

Betorussia 

102 

Azerbaijan 

7.0 

Georgia 

54 

TapWstan 

5.1 

Moldavia 

4.3 

Kirgizia 

4.3 

Lithuania 

3L7 

Turkmenia 

35 

Armenia 

34 

Latvia 

2.7 

Estonia 

14 


Towns shown are those 
with a population 
e xc— dbrgl motion. 


Dates In boxes 

tndfcatetheyearin 
which republic 
joined union. 


Russia: Russian 82 ^; Tatar 3.6: Ukrainian 2.7; Chuvash 14: 

+ mom titan 100 after natiorafltiea. 

Armanlac Amenta 88.7: Azeri 64; Ruarian 24; Kurd 1J%. 
Azerbaijan: Azeri 78.1 ; Russian 7JB; Armenian 7 St. 
Belonissia; Belorussian 794; Russian 1lJ8;Po8tfi 42; 
Ukrainian 24; Jawlah 14. 

Estonia: Estcnta 64.7; Russian 274; UtaaMan ZB; Betamta 
HmMi 12. 

Georgia: Georgian 68.8; Armenian 04; Russian 74; Azari 5.1 ; 
Ossetian 34; Abkhazian iJ. 


12 ; 


Ethnic breakdown (%) 

Kazakhstan: Ruatian 404; Kazakh 382; Utaakfen 6.1; Tatar 2.1. 
(Orgbcfa: Kirghiz 40.7; Russian 22.0; Uzbak 102; 

Ukrainian 2A Tatar 1.7. 

Latvia: Latvian 53.7; Ruslan 324; BetonBata44: 

PoSah 22; Ukrainian 2.7. 

Lithuania: Lfthuenian 80.1; Russian 84; Fateh 7J: Betorueata If 
Moldavia: Moldavian 634; Ukrainian 144; Russian 124; 

Gagauzi 34; Jowtah 24; Bulgarian 241 
l^HdataiUT^k 564; Uzbek 224; Russian 104; Talar 2.1. 


TUrkntsnia: Turkman 684; Rusatan 124; Uzbek 84; Kazakh 24. 
Ukraine: Ukrabtei 734; Russian 21.1 ; Jewish 14; 

Belorussian 04; Moldavian 04; Pofeh 04 l 
U zbekistan: Uzbek 68.7; Russian 104: Ttar 44; 

Kazakh 44; Tape 34; Kara-Kalphak 14. 


keeps their nationalist ball 
rolling while popular Eenti- 
mont on the inefficiency 
of the relief efforts for the sur- 
vivors of the Armenian earth- 
quake 15 months ago, and of 
the inability of the central 
power to stop Azeri massacres 
ot A rmenians. 

■ Central Asian «aM«maUam is 
beginning to show itself, in the 
Azeri and Tajik riots of Janu- 
ary and February, and also in 
the relatively quiescent repub- 
lics of gJHakhrfan, Uzbekistan 
Kirgizia and Turkmenia. These 
are poor, rural republics. They 
have high rates of unemploy- 
ment, and Communist parties 
which have lagged in democra- 
tising with— - themselves or the 
society. Now, their intelligen- 


tsia dgmgTui an end to slug- 
gishness awfl the creation ot 
distinctive Identities. Less 
pacifically, agitation against 
Armenian refugees has been 
reported outside of Azerbaijan 
and Tajikistan and there are 
indications of a gathering anti- 
communist, perhaps Moslem- 
ftmdamentallst, movement. 

■ In the Slav natimw of Belo- 
russia, Russia and Ukraine - 
making up more than 70 per 
cent of the Soviet population - 
slow but powerful movements 
are stnuzsting to find expres- 
sion. “Nationalism”, says Mr 
Ivan Drach, leader of the Rokh 
(popular front) movement of 
the Ukraine, “is the euphoria 
at the last part at tile 20th cen- 
tury. We are speaking of an 


indep endent sovereign person- 
ality in an independent 
Ukraine.” Hla movement’s 
young economists say the 
Ukraine, with its granary, 

m nld find a ridwr phMft on the 

world market than it currently 
commands on the Soviet one. 

Bngdan patjocaHsm is often 
assumed to be the most power- 
fill of all. not just because it is 
that of the dominant nation 
but also because it has such 
powerful, pre- revolutionary 
roots - in the Orthodox 
rhnrrfi In the Ttmarian impe- 
rial tradition, in the peasant 
culture and in that side of the 
Russian spirit Which has been 
for centuries anti-western. 

On one much high- 

lighted by western and Soviet 


media, te PamyatCMsmoryf). 
On the streets it Is capable of 
violenc e and is deeply anti-Se- 
mitic. Its leader, Mr Dmitri 
Vasilev, receives visitors to a 
vast Hat lwmg with icons and 
TsarobUla, wearing a military 
shir t with Tsarist emblems 
while protesting his willing- 
ness to. fill a reconstituted 
Romanov - Vasilev - throne. 
Their fledgling stoEmtroopere 
may not be numerous but 
there is a wide body of opinion 
which thinks Russia has been 
suppressed and pillaged for 
decades, and that tile process 
goes an stDL 

Mr Stanislav Kunyaev, edi- 
tor of Naah Sovremennik, an 
increasingly popular journal of 
Russian culture and politics. 


says: “We got Marxism from 
the West, that has been a 
catastrophe. We want to 
develop in a Russian way. If 
other repubHcs want to leave 
— let pwwi- But they win find 
♦hat pimda has for centimes 
given tiwm everything — its 
best people, its riches, its pro-, 
tection. This was not an 
empire ^ the Rrfftih or the 
French.” 

Other Russians are not so 
insouciant about loss of 
empire. Last month, a group of 
Congress deputies formed a 
“Unity” association, with, eth- 
nic Russian deputies from the 
Baltic states in the fore, to 
order to “counter Russopho- 

Wa" and mainbrfn order. 

It Is bard to know how much 


of a constituency could be cre- 
ated in the awakened public 
mood for de-imperialisation. 
Russians have been used to 
moving about the expanding 
imperial area for centuries, in 
a way which the citizens of 
other imperial powers - even 
those which were contiguous, 
like the Turkish and Austro 
Hungarian, rather than 
far-flung, such as the British 
and French - did not 
There are 147m Busmans to 
the other republics, and 25 -2m 
citizens of other republics to 
Russia. Latvia is only just over 
half Latvian; Vayafchatan is 
only one third fc 
The legislators will try to 
find a mlddin way. Some five 
hffla on the naHnnalfHaa issue 


appear before the Supreme 
Soviet in the current session, 
thrashed out by a drafting 
commissio n under Mr Georgi 
Tarazevich, a former President 
of Belorussla. 

The most salient bill, that 
which provides a right of 
departure from the union, 
allows secession by referen- 
dum on a turnout of 75 per 
cent The Supreme Sovi et mu st 
ratify that, but a large vote in 
favour will, in practice, be 
impossible to override. Other 
bills allow greater economic 
autonomy and extend language 
and citizen rights. Mr Tarazev- 
icb says: “I don’t know how 
many states will use this righ t 
Perhaps it will concentrate 
their minds on a subject which 
is now not fully thoug ht ou t-" 

This may be so. Mr William 
Smirnov, director of the politi- 
cal studies department of the 
presti gio us Institute of State 
and Law in Moscow, says: 
“Our society avoided disinte- 
gration in the past because it 
was held together by fear. 
Now, at this stage, everyone 
wants to find something nega- 
tive to say about the centre. 
But to two or three years time, 
when the constitutional 
changes take root, it may be 
quite different. Even in the 
Baltics, they are beginning to 
realise that, economically, It 
will be difficult to disentangle 
themselves. Indeed, the Central 
Asian republics may be harder 
to keep. These societies are 
really quite different from the 
rest of the Soviet Union.” 

The economic ties will be the 
hardest to break, as the east 
European countries, enmeshed 
In a Comecon net which they 
bate but which also provides 
some (dwindling) protection 
from the rigours of the world 
market, are now realising. 

The Russian nationalists are 
right in this respect: Russia 
has provided and still does pro- 
vide the necessary energy and 
raw pmtgHai* for much of the 
rest of the Soviet Union. There 
is a perfectly good case to be 
made, by Russians, that they 
would be better off without 
many cf the republics, particu- 
larly at a time when they are 
having to make costly conces- 
sions to keep them In the 
onion. 

But on their side, could these 
inefficient nT1 ^ sluggish econo- 
mies really achieve any kind of 
independence? Or had they 
best throw to their lot with the 

ever receding prospect of a suc- 
cessful perestr oi ka, and settle 
for the half loaf of autonomy? 
As the results emerge of the 
republican and local ejections 
currently under way, the 
months ahead will see the start 
of such a reckoning. 


BASF in Moscow 


1874 


Innovative for 125 years 

We are an internationally 
active chemical company 
headquartered in the Federal 
Republic of Germany. We have 
business connections in more 
than 160 countries. 

As long ago as 1874, shortly 
after the founding of our 
company 125 years ago, we set 
up a branch office in Moscow, 
and three years later a produc- 
tion plant went on stream. 
Since then, the name BASF 
has stood for innovation, 
quality and reliability. 

Today, our worldwide know- 
how enables us to offer our 
Soviet partners quick and 


efficient solutions to problems 
in all sectors of modem 
chemistry. 

> 

^ A dynamic partner 

% Last year, BASF 

achieved world- 
wide sales of more 

than DM ^ 47 billion. In 

1989, trade with our 

partners in the U.S.S.R. 
amounted to ^ 

almost DM 1 billion. ^ 

The Soviet Union is an 
important growth market 
for us. We are also one of the ^ 
biggest customers for Soviet 
naphtha in Western Europe. 


Cooperation will be 
expanded in future to the 
benefit of ail concerned. 


Cooperation with 
a new address 

paO on our expert advice for 
your projects and problems. 
You can always reach us in 
our new offices in Moscow. 


1990 



Agency of BASF 
in the U.S.S.R. 

103009 Moscow 
B. Gnezdnikovskij per. 7 
Tei.: 200-21 -85/200-27-49 
200-25-38/200-31-23 
Telefax; 200-02-06 
Tetex: 413167 basfsu 

BASF Aktlengeselischaft 
D-6700 Ludwigshafen 


BASF 


TO SEE ENSO, 

READ BETWEEN THE LINES 



E very year Ehso mates enough newsprint for 
wen over a billion newspapers. Probably Includ- 
ing yours. Enso touches your life in everyday ways. 

In 1989 net sales of Enso Publication Papers 

were well over 400 million US do»ars*).This suc- 
cess is the result of Enso's strong maifeting Organi- 
zation, the development of high-quality products 
based on firsffolassrawmatwials^and advancsd . / 
production methods Enso newsprint has estate 
fished a name in marry global markets for reliabilfty 
and quality. It is ideal for printing, in both colour and 
Wack and whitm an modem, highspeed printing 
presses. Solans; Enso's mechanical, machine-coat- 
ed paper, was developed especially for 4 colour ■ 
magazines and direct mail usa. . i ' 


Sofld, st ea d y growth 

. In 1989 we supplied 2650 million denars' worth 
of pufp, paper, board and wood products. Thafs 
over 9% more than in 1988. 

v There are good reasons for this growth: contin- 
uous development of new products and produc- 
fon technology, close links with customers, and 

- co ! /erin 8 the entire process from our owi 

forests to our international sales organization. 

; • _ Uniting aJMhese is a common theme: every 

: Enso product is developed to meet the needs of 

; . customers and consumers in a changing market 

.;/31 USD-4.0 HM 


ENSO-GUTZEIT 
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(' SOVIET UNION 5 ) 


POLITICS 


FT writers assess the moves for greater independence in (clockwise) Estonia, Georgia, Belorussia and Kazakhstan 


si* 


i? 

::S 


The elephant and 
the mouse 


AT ONEendof Europe the 12 
members of the EC are talking 
about economic and monetary 
onion. At' the - other end, 
Estonia - the smallest c f the 
Soviet Union’s 15 republics - 
plans to introduce its own ctuv 


- 3 r^‘ 
;*■ ^ 
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rency, the kroon, perhaps by 
the end of this year. 

Justifying this step, Mr Rein 
Otsason, president of Estonia’s 
embryo bank, the Wawir 

of Estonia* says that a new cur- 
rency is needed to free Estonia 
from the i , - ur i « iM«y rrinis of the 
Soviet Union. But he also sees 
the plan as a way of facttitat- 
ing external trade. 

What Mr Qb jgjMifi plans fa an 
independent currency, with the 
Bank of Estonia as a true cen- 
tral bank. A network of com- 
mercial banks is to be set up, 
while local branches of the 
main state banks will also 
become commercial banks 
within the new system. 

Ronhlaff that, are held bv neo- 
ple in Estonia in the. Savings 
Bank of the Soviet Union on a 
date still to be determined will 
be exchanged fin: kroons. Gash 
:-s will also be exchanged, np to a 
pre-specifted limit. 

-v Difficulties will arise hi rela- 
5% tion to the allocation of Soviet 
a r- foreign assets and liabilities, 

' .but these can perhaps be 
“resolved since they are essen- 
• >, tially politicaL More fonda* 
mental, however, is the Issue 
vj. of convertibility, which is ines- 
capable because a completely 
inconvertible currency is 
senseless for a republic with a 
population of only LQm. 

."7 .For his part, Mr Otsason 
hopes for soft-currency settle- 
ment with the rest of the 
Soviet Union, pointing to the 
clause in the law on the eco- 
nomic iwriwpgnd*” 1 *** of the Bal- 
tic republics, which states that 
"the rouble is to be used as the 
beats of inter-Bepablican settle- 
ments”. 

If the kroon were convertible 
into the rouble (but not con- 
vertible into hard currency) 
and securely backed by com- 
modities as well, its price is 
likely to be driven up by peo- 
ple desperate for any haven of 
value. This pressure would 
both drain kroons from the 
Estonian economy and make 
Estonian goods uncompetitive 
within the Union. The Esto- 
nian authorities would need to 
limit froirirng g of the kroon in 
the rest of the Soviet Union, in 
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which task they would require 
the active co-operation of 
Moscow. 

1 None the le^ a currency 
enjoying such limited co nvert - 
fldltty into, the roubfe/bu* vir- 
tually no convertibility Into 
foreign currency, might be 
workable in intra-Union com- 
merce, though the uncertainty 
attendant on. a floating 
exchange rate would have to 
be accepted. 

If the kroon were convertible 
into hard currency, it could not 
be convertible into the rouble 
as well Otherwise, its hard 
currency convertibility would 
be destroyed within an boor, 
hi this case, the organisation Of 
a decentralised system of 
trade, other than on the basis 
of settlement in hard carrency, 
would not seem feasible. 

Could Estonia hope to sur- 
vive cut off from the Soviet 
Union by the hard currency 
waD? Many doubt it But these 
doubters confuse self-govern- 
ment with seUeuffidency. As a 
low wage economy by Euro- 
pean standards, Estonia could 
well prosper in the long term. 
Nevertheless, the process of 
adjustment -would, be agonis- 
ing; in the absence of foreign 
assistance, since only 3 per 

iwnt nf Estonian Indnutrial pm. 

duction now goes outride the 
Soviet Union. 

Estonia has a choice: it can 
rifhw introduce a slightly bet- 
ter rouble - «with*r currency 
that is inconvertible into for- 
eign exchange - and so try to 
preserve its extensive 
exchange wit h the Soviet 
Union; or it can attempt to cre- 
ate a convertible currency, bo 
catting Itself off from 7 the 
Union. 

In the short term at least, 
hard currency convertibility 
seems unrealistic, Further 
more, economic links to the' 
Soviet Union cannot lightly be 
broken over night. Perhaps' 
Moscow could be persuaded 
that accommodating the kroon 
within the rouble area is toe 
only way of securing returns 
on past investments in 
Estonia. Neither side will be 
happy.wltiitiilsconiiawinise.lt 
is easy to envisage Estonia out- 
side in the cold in the near 
future, with independence, a 
new currency, its hopes - and 
little else. 

. Marlin Wolf 


THERE can be few parts of the 
.USSR , where the yearning for 
maximum independence from 
Moscow to so strong as It is In 
Georgia, the southern republic 
whose spectacular mountains, 
lakes and Black Sea have-: 
nurtured a civilisation of 
extraor dinary depth, wealth 

. This longing lor freedom 

qriflw vn gnaTy felt tnrhfl flta , 

hardened into a quiet, son- 
gle-mioded iift tBwyih'wtitw after 
the events of last April when 
troope wiekfing poison gas can- 
isters and sharpened shovels - 
massacred at least 21 peaceful 
demonstrators. 

But' at the' same time, there 
can scarcely be another Soviet 
region with such a fine talent 
for observing -the formalities of 
subservience to the Kremlin 
while quietly doing its own 
thing: : 

Thus billboards in Russian 
and the ancient script off Gear- 
gla nestle among the pine and 
cypress groves on the main 
road Into Tbilisi, urging citi- 
zens to "fulfil th e decisi o ns” of 
the latest Party congress with 
a fervour that looks naive and 
quaint to the visitor to 
Moscow. 

But in TMBsl’s richer neigh- 
bourhoods, with their elabo- 
rate balustrades of wood and 


April massacre 
hardens resolve 


wrought iron, residents seem 
unimpressed .by the debates 
that are raging in the Moscow 
legislature over whether to 

establish in law the right to 


This is because in Georgia, a 
flourishing market in real 
estate exists already, with 
houses and flats regularly 
■ changing hands for several 
mflUim roubles apiece. 

"No one working with offi- 
cial data alone would find it 
easy to determine how this is 
passible in a city where work- 
ers in Its.many light industries 
earn no more than Rbsso rou- 
bles a month, and practitioners 
of -skilled” professions such as 
engineering or wiwfirinw may 
w& earn even less. 

One reason for the amount 
of wealth in private hands is 
that in spite of collectivisation, 
enough of Georgia’s rich 
orchards, vineyards ami ara b l e 
lands remain under private 
control to boost living stan- 
dards in the cities to levels 
hard to imagine in the 
depressed Russian heartland. 


To the indignation of many 
educated Georgians, one of the 
■most powerful legends associ- 
ated wnh their republic in the 
. minds of other Soviet rftigyp a 
is that of the fabulously rich 
Mafioso, friend and paymaster 
of corrupt officials, exploiter of 
shortages, trader across the 
Soviet Union in agricultural 
and. other goods. 

Mr Eduard Shevardnadze, 
the Soviet Foreign Minister 
who arouses ambiguous feet 
trigs a mong fas Georgian com- 
patriots, is credited with wag- 
ing a bitter battle against some 
of ^ leading Mqf j fl c ffr np dur- 
ing his sped as party chief in 
TUUfli, at considerable ^ to 
his life. 

Some local nationalists 
argue that the Mafia simply 
represent a distorted tarn of 
the legitim ate capitalism that 
would have flourished in the 
absence of Soviet power, and 
will one day flourish under an 
independent Georgian govern- 
ment which regulates, but does 
not run, the economy. 

It has to be said that Georgia 


- in contrast with the Baltic 
states - ts hard to picture as a 
would-be Sweden, a super-effi- 
cient paragon of rationality 
and transparency -in- its econ- 
omy and public life . 

The CteoTpan model is alto- 
gether more southern: its 5m 
citizens are linked by a web of 
petty corruption and favour- 
swapping that entitles hum- 
blest of citizens to boast about 
Us friends in official places. It 
is hard to see any form of inde- 
pendence changing this. 

But at least in the short 
term, this Georgian way of 
public life is probably compati- 
ble with cfliisldwable skm in 

fy ytfl p mir- m^^nnait — and 

certainly compatible with the 
forging of links, human and 
economic, with rest of the 
world, for which Georgians 
have a natural flair. 

The Soviet-Austrian consor- 
tium which has already con- 
structed a helicopter sld resort 
and Is now bunding the first 
hotel in Tbilisi to meet interna- 
tional standards provides a 
spectacular example of what 

tnqff I ftiltn ran T pnaan In practi- 
cal terms. 

Given nw Georgians* ftirawm 
and natural resources, their 
talent for observing form and 
ignoring substance, and their 

alcill as wlddlamwn , mi g ht they 


not do well out of President 
Mikhail Gorbachev’s offer of 
"economic and political inde- 
pendence" within the USSR, if 
only as a transitional stage? 

Or did the, April 9 massacre, 
which remains a touchstone 
issue for radical Muscovite pol- 
iticians and continues to pro- 
voke public arguments in the 
Politburo, show the only 
appropriate response to Soviet 
authority is to campaign, 
peacefully but relentlessly, for 
its overthrow? 

These are the terms of the 
discussion that is going on 
among ordinary Georgian citi- 
zens, and between the two 
tides in Georgia's semi-public 
debate: this pits the so-called 
“informal" groups - led by 
yyeteran dissidents and former 
political prisoners - against 
liberal members of the dwind- 
ling local Communist Party 
and the Popular Front. 

Elections to the local 
Supreme Soviet on March 25 
will provide an important test 
of the relative strength of the 
two sides: the liberal commu- 
nists’ and their allies are con- 
testing for seats, while the 
informal groups are caning for 
a boycott 

The informal movement Is 
weakened by Us Lack of access 
to printing presses and the 



state media; and also by the 
cool relations between the 
young leaders of the National 
Democratic Party and Mr 
Zviad Gamsakhurdia, head of 
the Helsinki Union and the 
grand old man of Georgian dis- 
sidents. 

But Mr Garosakhurdla and 
the NDP (which favours liberal 
democracy, with Orthodox 
Christianity as the state reli- 
gion) agree in asserting that 
full, early independence is the 
only issue worth discussing. 

Ms Irina Sarisbvili, press 
secretary of the NDP and wife 
of its president Mr Georgi 
Chanturia, said shortly after 
the April 9 massacre that she 
believed in Georgian indepen- 
dence In the same desperate 
way that a mother believes her 
sick child will survive, what- 
ever the doctors say. 

Ten months and many street 
demonstrations later she is 
equally determined and less 
pessimistic: "the child’s health 
is somewhat better" she 
believes 

Henry Cleary 


Slowly 

rumbling 


IF ANT individual republic 
gives an idea of the vastnees of 
the Soviet Union it is Kazakhs- 
tan. With a land area live 
times that of France, this huge 
territory straddles the empti- 
ness of Central Asia from 
above the Gulf to New Delhi. 
North-south, it stretches from 
the Siberian steppe to the foot- 
hills of tiie Himalayas. 

It is a republic at once bo 
deserted that it was chosen far 
the Semipalatinsk. . under- 
ground nudear testing ground, 
and so colourful that Alma 
Ata, the state capital, ranks as 
one of the Soviet Union’s most 
spectacular cities, nestling 
against a panorama of Jagged 
snowdad peaks. 

Kazakhstan is not e republic 
Swt ban lift thft Twwllhiwf with 
stories of nationalist unrest or 
independent urges, ft is too dif- 
fuse for that there are nearly 
100 different with 

the Kazakhs themselves 
accounting for barely 40 per 
cent. But Kazakhstan has been 
rumbling none the less. 


The focus has been the 
republic’s huge natural wealth: 
■ coal, nrinwrain, ofl and agricul- 
ture all of them developed on a 
grand scale through the Soviet 
central planning system. 

Local resentment at what is 
seen as the plundering of tire 
republic by its Bnwrinn neigh- 
bours has been mounting: The 
temperature increased last 
year, with the replacement at 
toe (Russian) party secretary 
by a bright and outspoken 
Kazakh economist, Mr Nursul- 
tan Nazarbaev. Although 
viewed very much as a Gorba- 
chev wiihi, ha haw oaTIpri for 
greater local economic auton- 
omy for the Kazakh republic. - 

Mr Nazarbaev has been care- 
ful to tamper these calls with 
assertions that ZaMHmfawi 
inland* to remain in the Union. 
But he has struck a clear chord 
for the republic’s lfim people 
whose frustrations with food 
shortages and often appalling 
living conditions have spilt 
over into strikes and riots. 

“We produce wool which we 
sell to the Russian republic for 
Rbs5 a kilo, and they turn it 
into a suit which arils for 
Rbs200,” says Ur Feodor Igna- 
tov, the editor of the local 
party newspaper, 
skaya Pr&vda. “That's what 


makes people cross." 

To theextent that there is 
pnHrmau«rm fa Kazakhstan, it 
found Its strongest expression 
last year in a new law which 
mnA» Kazakh the nffimai state 
language. But itnpTgmm r rtftHnii 
has had to be phased in over 
several decades because of 
shortages of ttmmMi teachers. 

There is also a strong local 
environmental movement 
which has political overtimes, 
and has focused particularly 
on the desiccation of the Aral 


But perhaps the most aston- 
ishing sign of popular feawng 
to have emerged from 
K a TakhatJin is the so-called 
Nevada Movement This is an 

aflianew against rniriaar tectiwy 

focused on Semipalatinsk 
whose objectives and votifer- 
ousness would have been 
inconceivable in preGorbachev 
days. Such is the strength of 
feeling that both Kazakhstan’s 
Communist Party and the 
republic’s parliament now sup- 
port the Closure Of Samlpala. 
tinsk. Moscow has responded 
that nuclear tests are vital to 
national security. But it has 
promised to heed local con- 
cerns. 

David LaeceBoe 


THE pressures of economic 
fragmentation are rioulhuE. as 
yet gently, through the Belo- 
russian republic. 

In January the republic 
began an experiment with 
regional cost-accounting which 
gives it limited independence 
from Moscow. The experiment 
could be an important test case 
of whether Moscow can design 
an economic system capable of 
both accommodating and mod- 
erating regional HawnmH^ far 
full economic lnrfa ni»nH<»nw> 

Belorussia did not suffer as 
badly as many other republics 
from the years of stagnation 
during the Brezhnev era. In 
1975 Its national Income was 15 
per cent below the average. By 
this year it win be 15 per cent 
above the average. 

The improvement in eco- 
nomic performance has been 
sponsored by a conservative, 
technocratic Communist Party 
leadership, which has allowed 
ecnnmnic innovations to flower 
beneath its wing. Belorussia 
was one of the places President 
Mikhail Gorbachev looked to 

when framing his economic 
policies fa 1SB6-8& 

Large parts of Belorussia 
have been turned into waste- 
buds by the a fterm a th of the 
Chernobyl disaster in 1986. The 


Tide is 
turning 

increasingly powerful Belorus- 
sian Ecological Union, which 
plans to become a fully fledged 
party, says that more than 
300,000 people should be evacu- 
ated from contaminated areas. 

The union, which sprang 
into life last year with four 
mass rallies in Minsk, wants 
the Chernobyl dear-up made 
the republic's top priority, 
according to Professor Yevgeni 
Petrayaev, its vice president. 

The republic's supreme 
soviet has adopted a six-year 
Rbsl7bn programme. But Pro- 
fessor Petrayaev estimates the 
full cost of a proper pro- 
gramme would be at least 
$140bn- 

Belorus&La Is one of the main 
manufacturing areas in the 
USSR. It produces a sixth of 
the USSR's tractors, and 80 per 
cent of its televisions and 
refrigerators are exported to 
the rest of USSR and a third of 
aS furniture and footwear. 

Mr Georgi Badei, deputy 
rh^lrman of the Belorussian 
state p lanning commission. 


admits the republic’s adminis- 
tration is under pressure to 
keep more of the consumer 
goods output for the republic’s 
consumers and export less to 
the rest of the union. 

Republican cost accounting 
- or self guiding as the Belo- 
russian authorities like to call 
it - is meant to address and 
control these growing strains 
in the republic's relations with 
the rest of the union. 

Mr Badei believes more radi- 
cal economic policies will 
develop. Regional cost account- 
ing is likely to mean Belorus- 
sian enterprises will have com- 
plete flexibility over pay » n| i 
new taxes, for instance on pol- 
lution, may be introduced. 

Professor Petrayaev says 
regional cost accounting 
should lead to a more active 
republican approach to the 
environment and Industrial 
policy. 

Mr Yevgeni Onegin, director 
of P lanar , a Mlnak machin e 
tool plant, voiced the main 
concern of business: “This will 
just be a transfer of ministries 
from Moscow to Minsk, 
regional planning and control 
rather than central planning 
and controL” 

Charles Leadbeater 
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PHOENIX 



TRUTH.. 


THE TRUTH IS... 
there is a Buyer who has roubles or 
some other Soviet raw material and 
a Seller who wants guaranteed 
payment in Deutsche Marks or in 
U.S. Dollars. 


THE TRUTH IS... 

that the buyer in Moldavia or - 
Frunze or Tashkent wants the 
Italian packing machine but can 
only pay in tomato paste or frozen 
fruits. 


THE TRUTH IS... 
that the Soviet Market which was 
hitherto a difficult but rewarding 
market for the committed is now 
showing signs of opening up but is 
presently in the throes which 
necessarily precede any major 
change. 


THE TRUTH IS... 

that there is no substitute for On- 
The-Spot Contact, Marketing and 
Follow-up. 


WE AT PHOENIX WITH FOUR FULL-FLEDGED OFFICES IN THE SOVIET UNION OFFER 

■ REPRESENTATION SERVICES ■ jOINTVENTURE CONSULTANCY ■ FINANCIAL ENGINEERING ■ SWITCH TRADE ■ VERIFICATION OF THE 
EXPORT AND IMPORT LICENSES OF VARIOUS SOVIET CO-OPERATIVE'S OR JOINT VENTURES SO THAT YOUR TIME ISNOTWASTED, 

■ WE HAVE CURRENT CONTRACTS EITHER FOR BUYING OR SELLING: 

► Hides and ► Personal Computers ► Home Entertainment Electronics ► Metals and Commodities ► Tyres and Tubes ► Medical Equipment ► Engineering Goods 

► Turnkey Construction > Plastic Raw Material ► Equipment for Railways ► Shoes and Shoe Uppers h- Detergents and Soaps ► Garments 

► Steel & Aluminium Castings ► Energy A Process Control Panels. > Circuit Breakers ► Injection Moulding Machines ► Paints and Dyes ► Cosmetics and Toiletry 

► Components for Consumer Durables like Refrigerators, Food Mixers, Washing Machines etc. 


YOU MAY ADDRESS YOUR QUERIES TO OUR HEAD OFFICE IN NEW DELHI 
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FOREIGN AFFAIRS 


SOVIET UNION 6 


Ian Davidson examines Mr Gorbachev's efforts to realign the basis of East-West relations 


for Europe, than the prospective 
Vienna agreement, which will eUmi- 


From confrontation to partnership 


BY COMMON consent, the most 
remarkable of all the achievements 
of the wave of reforms Introduced 
by President Mikhail Gorbachev 
during the past five years he in the 
field of foreign affairs. His pressure 
for far-reaching nuclear and con* 
venttonal arms reductions is being 
rewarded by rapid progress in the 
Geneva and Vienna negotiations, 
while in the eyes of the rest of the 
world his diplomacy of compromise 
and sweet reason is transforming 
the reputation and influence of the 
Soviet Union out of all recognition. 

The Soviet Union has always 
been an Ideological power, in which 
ideology and policy were insepara- 
ble, and fa which the ideology took 
as its starting point an inevitable 
hostility between communism and 
ca pitalism. As a matter of principle, 
that has now changed. It is Mr Gor- 
bachev's aim to shift the Soviet 
relationship with the West from 
confrontation to partnership, with 
the Soviet Union taking its place in 
foe world community as a country 
like any other. 

In reality, however, the sheer size 
of the Soviet Union is living proof 
that It has not been, and is not now, 
a country like any other, since it 
attests to a scale of geostrategic 
CTpamann up until a very recent 
past, which culminated in the cre- 
ation of the world’s la st colonial 
empire. Many years will doubtless 
have to pass before the legacy, first 
of Tsarist autocracy, then of Stalin 
and the Stalinist syste m of govern- 
ment, can be effaced: and before Mr 
Gorbachev's apparent aim, of a sta- 
ble pluralistic democracy with a 
terfinningicany advanced economy, 
can be realised. 

Tmrjde the Soviet Union, the first 
effect of Mr Gorbachev's policy of 


reconciliation with the traditional 
opponents of the Soviet Union, has 
bear to sweep away the long-stand- 
ing fears of nuclear war with the 
West, which had been so assidu- 
ously stoked up by President Ron- 
ald Reagan in the early 1980 s, and 
just as assiduously denounced by 
Soviet leaders. Moreover, Mr Gorba- 
chev’s increasingly successful pub- 
lic relations campaign abroad 
helped, at least Initially, to buttress 
his reputation at home. But the sec- 
ond effect of his policy of giasnost 
and reform has been a blow to 
national confidence in the virtues of 
the Soviet Union. 

In two respects there is a direct 
parallel between the effects of Mr 
Gorbachev's reforms of domestic 
and foreten policy. In the first nfa r*. 
the old model has been discarded 
before any reliable replacement has 
been articulated: the foreign policy 
of superpower dialectic and ideolog- 
ical confrontation has been thrown 
out before there is a working agree- 
ment on a less highly-charged alter- 
native foreign policy. 

The second parallel is more dis- 
concerting, and it is the widespread 
expression among Moscow intellec- 
tuals of diffiu u a tonmen t and disgust 
with the past Just as it is now 
customary to denigrate the short- 
comings of the economy and the 
failures of the political system, so it 
has became a marie of sophistica- 
tion to Hlgmira with disdain all the 
UreviOttS geo-political rfahna of the 
Soviet Union in the wodd. 

At the level of idle conversation, 
it is disconcertingly common to 
hear educated Russians mock the 
grotesque and overblown preten- 
sions of their country, describing it 
as "a Burkina Paso with nuclear 
weapons”. At the level of serious 



Inside the Soviet Union, •» Sat effect of Mr OortMChov's policy of 
racondUnllon wHh Moscow's fr o d M o ns! opponents, has been to a w o e p 
away the long-standing tears of nuclear war wtti the West 


discussion with Soviet officiate and 
analysts, it is equally disconcerting 
to hear the Soviet Union desc ri bed 
as “a former s u p er power." . . 

hi purely rational terms, a pro- 
found re-evaluation of the Soviet 
record in the world was of course 
long overdue. The political and eco- 
nomic balance sheet of Soviet hack- 
ing for the left-wing regimes in 
Cuba, Vietnam, North Korea, 
Angola, Mozambique, Ubya, Syria, 
Ethiopia and finally A f gi u m i wfa m , la 
universally unimpressive. 

The record of Soviet polirtat In 
eastern Europe is erven mas dismal, 
considering that some of these 
countries are relatively less devel- 


oped now than they were before the 
imposition of communist rule. 

Soviet officials appear to believe 
that Soviet public opinion accepts 
comparatively philosophically the 
wave of revolutions in the other 
east European countries, in spite of 
the famltof "loss” of the geo-strate- 
gic gains of the Second World War. 

But the prospective ‘Toes". of East 
Germany is an altogether more sen- 
sitive Issue. Soviet officiate and ana- 
lysts iftu^ahn jjjy rn flrtnnl g m n twfa 
for fearing that a reunited Germany 
could possibly constitute a teal mili- 
tary threat in the near futur e to a 
nuclear power like the Soviet 
{Mon; but they assert that popular 


opinion in. the Soviet Union is still 
allerg ic to foe spectre of. German 
mfHtar fam, and is still not recon- 
ciled to German reunification, 
because it was the division of Ger- 
many which was to compensate the 
Soviet Union for the loss of 20m 
dead in the struggle with the Nazi 
regime, and to insure against 
another such war. 

The ordinary Soviet citizens may 
previously have felt compensated 
for the hardship of daily life, by the 
knowledge that the Soviet Union 
hail played a Wwdfag and hfln qfo- rede 
is the defeat of Nazi Germany and 
pride that it had since became a 
unclear superpower. 

The consequence of Mr Gorba- 
chev's new foreign policy, with its 
search for a broadly-based reconcili- 
ation with the West, is that the 
terms of the Soviet Union's external 
relations have been radically 
altered in at least three important 
ways. 

First, the relationship between 
the su p erpowe r s has become a less 
dominating feature of the interna- 
tional scene. In the pre-Gorbachev 
era, when conditions of the East- 
West relationship oscillated 
between confrontation and wary 
detente, the axis of the relationship 
tended to pass through the two 
opposing alliances, and even more 
through the two opposing super- 
powers: the alliances were com- 
pelled to unite behind their leaders, 
and their leaders became the pro- 
tagonists for the two aides: In the 
new eca of declining perceptions of 
military threat, in orntrast, the alli- 
ances have ceased to be the central 
interface for the East-West relation- 
ship, and the essential dialogue 
does not pass exclusively between 
the s u p e rp o w ers. 


The second innovation, by the 
seme token, is that nuclear weap- 
ons have become a less important 
currency in the East-West relation- 
ship during the Gorbachev era. In 
the past, because of the underlying 
assumptions of their military con- 
frontation, the highs and the lows 
of the US-Soviet relationship were 
essentially defined in terms of 
nuclear weapons. 

One of the dominant Characteris- 
tics of the Gorbachev era, is that a 
far-reaching reduction in East-West 
tension has been accompanied, and 
indeed partly brought about, by 
spectacular progress towards the 
flxsbevex deep cute In nnctear weap- 
ons. Paradoxically, however, 
nuclear weapons are becoming less 
central to the East-West relation- 
ship, because the relationship is 
itself becoming less confrontational 
and less mattery. 

Before the end of this year, the 
two sup e rpo w ers Should have can - 
daded a Start treaty which will cut 
strategic nuclear arsenals by a 
notional SO per cent. The military 
significance of such a cut wifi be 
marginal, considering the enormous 
size of tiie arsenate which they will 
still retain; but most of the political 
significance will have been 
achieved early on, in the confi- 
dence-building expectation of such 
a j»a l- 

Omversely, nuclear weapons will 
be a less dominant item on the 
agenda, since the agenda itself has 
been enormously enlarged, by the 
choice of the Soviets, who have 
deliberately sought to expand it to 
frwflvuto many previously taboo sub- 
jects, including human rights. More- 
over, even a very large reduction in 
strategic nuclear weapons will be 
far less significant in security terms 


Vienna agreement, which will eunu- 
pate Soviet superiority in conven- 
tional farces in such conditions of 
verifiability as virtually to elimi- 
nate the dang er of surprise att a c k 

The third innovation, is that the 
revolutions in eastern Europe have 
rewritten the Soviet Union's foreign 
policy priorities, on a scale and at a 
speed that no one could have imag- 
ined even as recently as a year ago. 
Whether or not this was Mr Gorba- 
chev’s intention - it seems 
unlikely - the changes precipitated 
by perestroika and giasnost in east- 
ern Europe, have reopened all the 
long-suppressed questions of 
Europe's political geography, and 
have put in doubt many of the geo- 
strategic assumptions underpin- 
ning the Soviet Union’s status as a 
superpower. 

It Is a safe bet, therefore, that the 
future ot Europe, East and West, 
will dominate the Soviet Union's 
foreign policy preoccupations for 
many years Co come. 

The question which seems 
to be unresolved in Moscow, is what 
sort of strategic security system to 
piffi for. Three main ideas appear to 
crop up is Moscow talk: a resuscita- 
tion of the old dream of collective 
and demilitarised security in 
Europe; some form of condominium 
derived from the Four Powe rs 
Agreements; or a modified system 
of strategic balance between East 
and West . , 

The appeal of this strategic bal- 
ance, in which Germany is con- 
tained within the European Com- 
munity and Nato. but security is 
guaranteed as much through veri- 
fied disarmament as through arma- 
ments, is that it may be the only 
option which is attainable within 
the foreseeable future. 

At all events, one of the striking 
features of Moscow talk is the readi- 
ness of some foreign policy special- 
ists to recognise that the European 
C omm unity has political as well as 
economic strengths which may well 
prove to be a factor of stability in 
an unstable world. 
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IN THE past five years the 
Soviet Foreign Ministry has 
enhanced its reputation: it was 
seen to be promoting peace and 
friendship abroad, and this 
brought prestige to the Soviet 
Union, ft Is less popular now 
but that Is largely because of 
eastern Europe. 

'"There are people In this 
ministry,* -says Mr Alexei Nek- 
Iphorov, head of the East Euro- 
pean section in the Foreign 
Ministry, “especially those who 
are concerned with security 
and military matters, who 
would see what has happened 
as the destruction of the War- 
saw Pact, or at least its dimi- 
nution." 

This Is not Just confined to 
the gtifa. Mr Andrei Grachov, 
deputy head of the interna- 
tional *yartminit at the Com- 
zmmist Party Central Commit- 
tee, says *Tt la difficult 
now for Mr Eduard Shevard- 
nadze, the Foreign Minister , to 
persuade people that all Is well 
fa eastern Europe. They say we 
have lost what we gamed fa 
the war, especially when it 
comes to East Germany.” 

It Is here, fa ids own back 
garden, where President Mik- 
hail Gorbachev faces a range of 
foreign policy Issues which his 
harder line opponents will 
Insist become part of the stuff 
of domestic politicking, an tbs 
theme of "the USSR’s (declin- 
ing) place fa the world”. 

Already, fa a speech to the 
Central Committee plenum a 
month ago, Mr Ygor Ugacfaev 
warned of a "Germany with 
vast economic and military 
potential” that was "looming 
an the horizon", wn g* efforts 
had to be made to cut duet 
any attempts to revise the 
post-war borders, and “prevent 
a postwar Munich," be added, 
ff Mr Gorbachev is to avoid 
being cast as a Soviet Cham- 
berlain, he must — in Mr Gra- 
chev's words - “get confirma- 
tion of the fact that he fa not 
selling out the sec uri t y of his 
country." 


EASTERN EUROPE 


Trouble in the backyard 


fa short, he needs US and 
western European assistance 
fa not looking like a patsy — a 
Hww which gives «im« vindica- 
tion to the view taken by Mrs 
Margaret Thatcher, the UK 
Prime Minister, who argues 
that too rapid endorsement of 
a united Germany would put 
too much pressure on the 
Soviet Union. 

This is the view that sees 
eastern Europe as a threat: but 
there Is also a view that sees it 
as an opportunity, or at least 
as an example. "II the eastern 
European economies, espe- 
cially Poland, can attain suc- 
cess,, then that will greatly 
help our reforms,” says Mr 
Nekiphnrov. 

In Warsaw, Dr Arthur 
Bajnicz, foreign policy adviser 
to the Polish Prime Minister, 
agrees. “Of course, if we fall. It 
will be the worse for them 
too," he says. Dr Yuri Knaxev, 
head of a section fa the Insti- 
tute of Kammnks of the World 
Socialist System, divides the 
east European countries into 
"a group .which will go towards 
tiie West as fast as possible, a 
group which might manage to 
achieve a democratic socialist 
a ltern a tiv e and a group which 
some cosmetic changes 
but continues as before. The 
Soviet Union, I tear, may be fa 
the latter." 

In the responses of policy 
makers and analysts to the 
events fa east European, there 
is evident a strain of pessi- 
mism which derives not so 
much from their dislike ..of 
what has happened there, but 
their fears of what wifi or will 
not happen in the Soviet 

TTnlnn. 

There is, at present, little 


hope that the economic 
reforms, stalled mare or less 
expUcitiy, can work. It is thus 
assumed that the eastern Euro- 
pean countries will as fast as 
possible strain away from the 
ailing giant, now that they no 
longer have to protest unshak- 
eaUe friendship. 

But can they? ft is becoming 
clearer, as work begins on 
c reating insti t uti ons to sustain 
these new . xeghnesr that their 
freedom for manoeuvre is fau- 
lted. First, their fears over 

their borders - especially with 
Germany — mean that they 


Thoro are people in 
the Foreign Ministry 
who would see what 
has happened as the 
destruction of the 
Warsaw Peer 


will continue to look to the 
Warsaw Fact as a guarantor of 
the post-war settlement, from 
which they all dtomore or less 
wefl- Second, their membershfa 
Of tbs Council for Mutual Eco- 
nomic Assistance (Comecon), 
though now seen as something 
which confirms and deepens 
their technical and commercial 
backwardness, is still essential 
to avoid their more rapid col- 
lapse since there are no other 
other markets in which they 
can compete effectively. 

Dr Alexander Nekipolov is 
deputy director of the Institute 
of . Economics of the World 
Socialist System. Like his cot. 
league; Dr Knazev, he Is a pes- 
simist cm the present prospects 
of perestroika - but Is harshly^ 
realistic about Comecon. For if 


the eve n t s of eastern Europe 
are a thrust, and their experi- 
ments a hope, then the dissolu- 
tion of Comecon Is a windfalL 

Mr Nekipolov c onfir m s that 
estimates have been made 
which show that the Soviet 
Union would benefit by some 
Jiobn from the transfer of 
Comecon trade into bard cur- 
rency - a measure the Com- 
econ congress in Sofia fa Janu- 
ary agreed would proceed in 
stages. The Soviet Union will 
be able to sen, its raw materials 
on thp world market and also 
shop on that market far capital 
and other goods-af better q uaL 
tty, but perhaps at no higher 
price than Comecon can pro- 
vide. 

"Our enterprises already 
have gzbn in hard currency 
they can spend freely, ««d lit- 
tle of it is spent fa Comecon 
countries,” says Mr Nekipolov. 
"So you see what effect liberal- 
ising trade entirely would 
have." 

This is dramatic - the more 
so since the more advanced the 
country, the mare it depends 
on the Soviet market. Forty 
per cent oS all East German 
production and 70 per cent of 
all Czechoslovak engineering 
exports are destined for the 
USSR, figures first produced 
for the US-based PlanEcon 
group, and verified by the 
Institute of Economics of the 
World Socialist System, show 
further that between 1970-84, 
each Soviet citizen paid $4,000 
to East Germany in subsidy to 
its industry - an index of how 
for the prices at Bast German 
and other Comecon products 
exceeded world prices and of 
how m uch East German living 
standards depended on the 


hostilities now enjoy free play 
- the more so since the ruling 
elites fa at least Poland and 
Czechoslovakia have been 
against the Soviet system since 
their inceptions as opposition 
movements. 

Yet even as there continues 
to be anti-Soviet demonstra- 
tions, and as the newly-turned 
democratic communists seek to 
distance themselves from the 
country they once called Moth- 
erland, so the sober thought 
strikes these countries’ leader- 
ships again and again: can we 
leave Mother yet, even when 
she will no longer stop us from 
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PET HOLDINGS 


YOUR REAL PARTNER IN THE USSR 


— Fruitfull business relations with Soviet Organizations 
for 23 years 

— Technology transfer In both ways 

• A refinary and two chemical complexes in Turkey with 
total project value of 400 mio $ 

• A 500 bed surgical hospital in Novokuznetsk, Siberia with 
total turn-key project value of 70 mio $ in co-operation 
with German and Austrian companies 

— Commercial transactions in both ways 

e Import of investment goods with a total value of 50 mio $ 

• Export of all kinds of goods to the USSR with a minimum 
annual turn-over of 10 mio $ 

— 18 light industry and 4 social investment turn-key 
projects in negotiation 

" 3 Joint-venture companies in the USSR 

" A Turco-Soviet Business Center m Moscow. 
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SOVIET relations with Asia 
have gone through nothing 
litre the shocks experienced on 

the Soviet Union’s western 
front fa tire past year. Yet with 
the notable e xc epti o n of Japan, 
where there is an outs ta nding 
territorial dispute, in Asia too 
there has been a broad easing 
of tension. 

The c e n trepi ece of this took 
place last May when President 
Mtkhati Gorbachev made an 
historic visit to the Chinese 
capital, sweeping away 30 
years of deep mutual suspicion 
and an fanoait y bet ween the two 
communist giants. 

This process of normalisa- 
tion got off to a shaky start 
when hundreds of thousands of 
Chinese demonstrators 
jammed the streets and hailed. 
Mr Gorbachev as a symbol erf 
democratic reform, to the 
embarrassment of both the 
Soviet delegation and the Chi- 
nese authorities. 

The Chinese remain deeply 
suspicious of Mr Gorbachev's 
political reforms at home, and 
worried by the upheaval in 
eastern Europe and Mr Gorba- 
chev's response to it Hie Sovi- 
ets were plainly shocked when 
the Chinese army brutally 
crushed the peaceful, mass pro- ■ 
test in Tiananmen Square 
which g a ther ed .force through- 
out Mr Gorbachev's visit 

Yet the depth of Chinese and 
Soviet reconciliation was 
proven when neither side 
allowed these differences to 
interfere with a broad process 
of improved relations. • 

"There was a principle that 
we are quite different, hut that 
differences of opinion should 
not interfere with our relation- 
ship," says Mr Mikhail Titer- 


ASIA 


Frosty relations begin to thaw 


enko, director of the Institute 
of Far Eastern Studies, which 
advises the government on 
Asian affairs. "We are not 
going to enforce our views on 


China and the Soviet Union 
have not become allies, nor is 
this likely. They continue to 
disagree cm many regional and 
trilateral issues. 

Yet since the Gorbachev 
visit, the two sides have 
exchanged more than UX> dele- 
gations at the vice ministerial, 
or higher level. Several previ- 
ously off-limits areas, such, as 
Communist Youth League or 
direct Party-to-Paxty relations, 
have resumed. 

Regional, cross-border, .eco- 
nomic exchanges have mush- 
roomed, particularly between 
the Soviet central Asian repub- 
lics and the Chinese province 
of Xinjiang, and between Man- 
churia and tiie Soviet Far East 

There are now 24 operating 
joint ventures ranging from a 
Vac uum bottle plant at Alma 
Ate to a joint venture restau- 
rant, the Harbin, in Khaba- 
rovsk, with many more under' 
rtisnUftftlrm. 

Some 10,000 Chinese labour' 
ers <15,000 according to Chi- 
nese statistics) are currently 
working inside the Soviet. 
Union an various construction' 
projects. Migrant Chinese form 
workers are active in the Novo- 
sibirsk area in Western Siberia. 


None the less the economic 
relationship is an awkward 
one, because of a lack of con- 
vertible currency, and the 
two-way trade last year was 
only Kbs2bn, roughly 10 per 
cent more than in 1988. 

Chinese labourers are paid 
fa roubles, and must take their 
pay home fa Soviet commodi- 
ties refrigerators or televi- 
M flna — that are often fa short 
supply in the Soviet: Union 


Local trade is constrained by ‘ 
the need fear barter, with val- 
ues negotiated in terms of 
Swiss francs. Tourism fa also 
growing on a strictly matched 
basis in which equal sized 
groups pass the border on sUb- 


for the other's expenses in. 
local currency. The two rides 
will this year consider whether 
to move tirn trade to d hard 
currency basis, aithnng h there 
are fears this could lead to a 
drop fa trade volumes. 

1 Telaefl mwmilMHniiB Hwfcg 

between the two countries are 
terrible, and transportation 
links poor, although this is 


Flights have begun between 
Khabarovsk TtorMw, - and 
direct flights between Moscow 
and Shanghai will start thta 
year. Consulates are to- be 
opened In Khabarovsk and 
Shenyang. A raff fink between 
UnnnqL and Alma Ate is ached- 


uledtobe opened fa 1992, built 
largely with Soviet finance. 
More steamer routes along the 
Amur river will link Soviet and 
Chinese cities. 

Visa procedures have been 
simplified, with visas elimi- 
nated for business travel. Eight 
new bcjrdercroasing points are 
befog opened up, to add to the 
existing 15. 

Perhaps most impressive of 
aH. delegations at the "expert" 
leva, consisting of five mili- 
tary officers and five diplo- 
mats, sat down for the first 
time in Moscow last November, 
to discuss how to buUd confl- 
,-dence along the border. Hie 
discussions continued in 
Peking in mid-February. 

Soviet diplomats behave the 
improved atmosphere had led 
the way towards a possible set- 
tfement of the Cambodia con- 
flict. in which all parties are 
now actively meeting. China 
and the Soviet Union back 
opposite sides of the renfitet 
but have together played a key 
»de fa fostering passible UN 
involvement in a settlement 

With Soviet troops stationed 
fa Cam Rkhn Bay, Vietnam, 
pulling out, the path has been 
cleared for further improve* 
ments fa ties with South-east 
Asian nations, where Mr Niko- 
lai Ryzhkov, the Soviet Prime 
Minister, has recently wwifa ^ 
tour. 

The Soviets have also been 


stepping up trade ties with 
South Korea. Although politi- 
cally they stand firmly behind 
their North Korean ally, they 
would plainly like to see more 
dialogue and farther easing of 
tension on the peninsula. 

This leaves Japan as the out- 
standing deadlock. Mr Ryzh- 
kov's recent suggestion that 
Tokyo and Moscow shelve 
their territorial dispute in the 
interests of improving p o liti c al 
and economic relations was 
promptly rejected by tile Japa- 
nese. St is dear that no Japa- 
nese government can afford 
politically to give up Claim to 
tire four Kurile islands which 
Soviet troops occupied after 
ihe Second world War. 

Officially the Soviet stance 
has not budged - that there is 
no territorial dispute to be dis- 
cussed. However Mr Gennadi 
Gerasimov, the Soviet foreign 
- ministry spokesman, recently 
created an odd twist to this 
issue when he said that mmn 
Soviets were »g gufap fa favour 
of giving back these small 
islands (which have a strategic 
importance because they span 
ice-free winter sea lanes to the 
naval part of VladtvastockX 

Should that happen Soviet 
relations fa Asia, which have 
been a source of frustration for 
many years, will have been 
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poor Soviet consumer. "For us, 
economically, Comecon was a 
low,” says Mr Nekipolov. "But 
politically it was a gain" 

It is thto perception on the 
part of some of the Soviet gov- 
erning daw* — shared with the 
new east European govern- 
'‘meats - that Soviet domina- 
tion since the war has twisted 
the economies and societies to 
such an extent some repa- 
ration must be made which Is 
sow gaining ground. 

*T don't mean reparation in 
the sense of payments," says 
•Mr Nekipolcrv, “but is the 
sense of . letting them down 
gradually. This win have to be 
negotiated. But we will agree a 
gradual phasing in of hard cur- 
rency, and fa that time we 
hope all at us wifi make some- 
thing of the transition to the 
world economy." 

The Soviet Union and east- 
ern Europe have passed from a 
stage of being yoked together 
In formal fraternity to one 
where the resentments and 
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( SOVIET UNION 7 ) 


FOREIGN AFFAIRS 


DISARMAMENT 




v.j.; 


EVER ■■ SINCE . President 
Mikhail Gorbachev came, to 
power live years ago, his “new 
political tWnWn g" in foreign 
policy has been driven by the 
triple abjective of dfitente, de-i- 

deologisatJon and disarma- 
ment. The achievements so far 
are more profound than those 
of earlier periods of ddtente, 
and loot like having tar more 
durable results. 

Under all previous Soviet 
leaders, superpower diplomacy 
had taken the form of an abso- 
lutely predictable action-reac- 
tion dance: the US would make 
proposals, and the Soviet 
Union would react, often nega- 
tively. Under the Gorbachev 
regime, that pattern has been 
reversed. 

After the East-West freeze 
induced by the Euro-missile 
crisis of 1983. nuclear arms 
control talks resumed in 1985, 
coinddently the day after Mr 
Gorbachev came to power. At 
that time the US was proposing 
a one-third cut in strategic 
nuclear weapons, and the 
Soviet Union was responding 
more modestly with a proposal 
for a 25 percent cut But at his 
first summit meeting with US 
President Ronald Reagan in 
Geneva that airtmrm, Mr Gorb- 
achev was already raising the 
stakes by calling for a nominal 


SO per .dent refojctton,, which 
has since become 'the official 
target for the Strategic Arms '* 
Reduction Talks in Geneva. 

And 1 so it has- continued ~ 
ainre then. At the next US-So-. 
viet summit meeting in Reykja- 
vik the following year, Mr Gor- 
bachev almost succeeded in 
sweeping Mr Reagan off .his 
feet, with an apparent proposal 
for the elimination of all 
nuclear ^™ntok» missiles. 

In December 1987, the Soviet 


likely to be fundamentally 
altered by the negotiations on 
Conve ntional Forces in Eraqpe 
(CPE) .now under way in 
Vienna. With luck, these CFE 
.talks, should produce a treaty 
for endorse m e n t at this year’s 
Helsinki summit, which will 
hrmg about, for. the first time 
In 40 years, a true military 
eqidfibrhmi in Europe. 

In' -addition, both.' Moscow 
and Washington have been 
hurrying ahead of the Vienna 


The achievements so far are more profound 
than those of earlier periods of detente, and 
look like having tar more durable. results 


leadership concluded what its 
predecessors had adamantly 
refused, an agreement to eksd- 
oafe all US and Soviet Interme- 
diate Range MIssBes QNF) in 
Europe. And there are good, 
prospects that the Start negoti- 
ations win produce big cuts in 
long-range nuclear weap- 
ons of the superpowers. 

In purely military terms, this 
Start agreement will not make 
much difference, since both 
sides will continue to have 
colossal overkill in strategic 
nuclear weapons. In contrast, 
the conventional military bal- 
ance between East and West is 


process. In December 1988, at 
-the United Nations, Mr Gorba- 
chev ^ announced a unilateral 
reduction in the Soviet Union’s 
aimed, force* of 500,000 men. In 
1988 President Bush responded 
with two successive proposals 
to reduce US and Soviet troop 
levels in Central Europe. 

The- underlying message of. 
these successive negotiating 
moves has by now become vir- 
tually impossible to deny: the 
Soviet Union of Mr Gorbachev 
believes It is possible to aban- 
don a foreign policy based prt 
marfly on -the assumption of 
conflict and- cm the threat of 


military force. What is less 
easy to fathom, is where this 
leads Jn strategic terms. 

Moscow regularly insists on 
the need to maintain the stra- 
tegic balance in Europe, and 
. the .equilibriimx between Nato 
and the Warsaw Pact Yet at 
the same time, the Soviet lead- 
ership repeatedly appeals to 
tiie quite different idea, of 
some kind of pan-European 
security order, no doubt' 
derived from the provisions of 
the Helsinki process, under the 
evocative name of the Common 
European Home. 

Earlier this year, Moscow 
reiterated its intention to with- 
draw all its troops from east- 
ern Europe by 1995-96, and said 
that it expected to negotiate an 
even earlier time-table for 
withdrawal from Czechoslo- 
vakia and Hungary. Each a 
withdrawal is no doubt a ratio- 
nal response to the revolutions 
in eastern Europe, which have 
■ jmflpgmfoad Be credibility of 
the Warsaw Fact; some ana- 
lysts in Moscow argue that the 
only chance for salvaging the 
Fact lies -in military with- 
drawal, and even then its math 
role may be political (Salogue 
between the countries of east-' 
era Europe and the Soviet 
Union. 

These unanswered questions 
should hot obscure the most 
important feet, that Mr Gorba- 
chev is presiding over the end 
of a long period of Cold War, 
and the be ginning of a new 
period, of effec ti ve aims control 
and aims reduction. 

Ian Davidson 


EUROPEAN COMMUNITY 


A model for Moscow 


-EUROPE is . a new centre aT* 
power” said Mr Alexei Arba. 
tov. one of the Soviet Union's 
leading young foreign policy 
experts. "Western Europe will 
become more important in 
Nato, since some US with- 
drawal is inevitable; it may 
even become the major partner 
in Nato. 

. “The European Community," 
he. went on, "has a very strong 
political role to play, because 
economic factors are . now 
becoming predominant. I 
would not be surprised if there 
wwch a supranational govern- 
ment in western Europe 10 
years after, the Single Market 
of- 1992; enr even in the whole of 
Europe, excluding the Soviet 
Union. But the EC Is not an 
opponent of the Soviet Union, 
nor a threat to the Soviet 
Union, unless it becomes the 
core of a new military alli- 
ance.” 

Sentiments like these are a 
testimony to the dramatic 
effects of President Mikhail 
Gorbachev's policy of peres- 
troika on foreign policy percep- 
tions in the Soviet Union. Until 
recently, the EC and other 
manifestations of European 
integration were officially deni- 
grated in Moscow as a hostile 
manifestation of the Cold War. 

A less caricatural picture of 


the movement towards eco- 
nomic and political integration 
in western Europe has at vari- 
ous times occasionally broken 
through the official bn» in the 
Soviet Union in the past 40 
years. But Soviet analysts (fid 
not systematically start to take 
a more realistic assessment, 
until Mr Gorbachev introduced 
his "new political thinking" on 
foreign policy, uncontaminated 
by the ideology of communism 
and the Cold War. 


Officials and academics In Moscow appear 
to see more good In the EC than does Mrs 
Margaret Thatcher 


Today in Moscow it is com- 
mon to h ea r officials and aca- 
demics express positive views 
of the EC; some of them even 
appear to see more good in the 
EC than does Mrs Margaret 
Thatcher. 

Professor Vladimir Baranov- 
sky, of the ungMO Institute, 
believes there are three main 
strands in the Soviet reassess- 
ment of the EC. First, there Is 
a growing recognition that eco- 
nomic integration is not an 
offensive of the West European 
monopolies against the work- 
ing class, bnt a process of 
social accommodation which 


drashev a leading commenta- 
tor at Izvestia: “Many people 
now see that the western Euro- 
pean countries tried to solve, 
and in feet have solved, very 
important economic problems, 
step by step, with great efforts. 
Our efforts with other Socialist 
countries are not at all success- 
ful. But we will find it easier to 
build new, more effective 
forms of economic relations 
with our neighbours, if we 
build constructive relations 
with western countries." 

This fresh look at the nature 
of the EC is leading to a sharp 
reassessment of its political as 



can be beneficial for large 
parts of the population. Sec- 
ond, the new attempt to see the 
world in inter-dependent 
terms, means that the Commu- 
nity can become a partner 
rather than an enemy. Third, 
the necessity of making a more 
realistic assessment of the 
Soviet Union's own economic 
failures, increases the incen- 
tive for learning from others, 
including the EC. 

Thus Mr Stanislav Ron- 


much as of its economic signif- 
icance. "Since 1985," says Mr 
Sergei Karaganov of the 
Europe Institute in Moscow, 
"our analysts have said we 
should get rid of 'America- 
first- ism* in our foreign policy 
priorities. Now we give equal 
priority to America and to 
Europe. Western Europe’s 
influence on US policy has 
mostly been positive. A stron- 
ger EC will be a factor for sta- 
bility In Europe, though Ger- 
many may have a 
influence on it." 

The shift in Soviet attitudes 
towards European integration 
has been followed by closer 
diplomatic links . Last year the 
Soviet Union, like Comecon, 
signed framework trade agree- 
ments with the Community; 
and the Soviet Union also 
secured Special Guest Status at 
the parliamentary assembly of 
the 23-nation Council of 
Europe, though not to vote. 

The most interesting feature 
of the new thinking is that 
some Soviet analysts are 
starting to look to the EC as a 
possible model, not just for 
revitalising economic and 
political relationships within 
Comecon, but even for reform 
inside the Soviet Union. 

Ian Davidson 
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A SENSE of disorientation and 
alarm is spreading within the 
Soviet military elite. The alle- 
giance of Soviet officers to the 
Party, to the socialist father- 
land and to internationalist 
duties within the Warsaw pact 
and further is ingrained 
in military training values. 
But this world-view is fast los- 
ing its relevance, as the rale at 
the Soviet armed forces is chal- 
lenged by the «dlap» of mili- 
tary certainties. 

Political upheaval in eastern 
Europe has paved the way for 
the rapid retreat of the Red 
Army from Czechoslovakia. 
Hungary and Poland. The 
break-up of the Warsaw Pact 
military apparatus Is under 
way and a powerful united 
Germany looms. 

The Soviet military budget is 
vulnerable to a climate of cuts 
and much of the country's con- 
ventional military strength is 
destined to be traded away in 
highly asymmetrical arms 
agreements with . the. West. 
Within the USSR Soviet forces 


are w wb wIIM in wrarntartri win. 

tral control in regions plagued . 
by intra ethnic strife. Even the 
economic and technological 
■promise of perestroika which 
raised the prospect of more 
efficient and better equipped if 
smaller Soviet armed forces in 
the future. Is now' overahad-' 
owed by-gtoomy forecasts. - . 

. Red Army commanders may 
reasonably conclude that the 
Soviet military environment in 
1990 is driven by trends 
increasingly -beyond Moscow’s ' 
control. Their worries are fre- 
quently expressed in sharp 
debates in military circles, 
leading at times to polarised 
views. 

No doubt .the Soviet High 
Command is dismayed by the 
pace at which Warsaw Fact 
unity has collapsed. The view 
that the strategic gains of the 
USSR were won at the cost of 
millions of Soviet wartime 
Head, is still fa gryinad in their 
military thinking. 

Soviet military leaders, .are 
co mmit te d in principle to poll- 


MILITARY 


The bitter climate of cuts 


ing back at least 370,000 of 
their forces from eastern 
Euiope and sharply reducing 
their force levels west of the 
Urals, under the draft treaty on 
Conventional Faroes in Europe 
(CFE). 

An overall fell in the Soviet 
mfittazy budget of some of 14 
per cent over the next couple 
of years' has been promised 
tnctndtog a cut of A3 per cent 
in 1990 (said , to ' be from 
Rbs77JHm. to Rbs70£bn) and 
HL20 per cent.cut.to anu pn>- 
dtxctlon. The military com- 
mand can .swallow these cuts 
in the context of East-West dis- 
armament but so long as .the 
economic .and. technological 
basis for the. weapons systems 
Of the future is 1«M With th js 


goal in mind they can support 
perestroika and accept that 
more defence industries should 
he given over to civilian pro- 
duction. 

Military leaders are also agi- 
tated over radical proposals 
that the cur ren t sprawling cad- 
re-conscript army be trans- 
formed into a new organisation _ 
based on. the principles of a; 
professional and/or territorial 
force. Officers favouring such a 
transition believe that it would 
free manpower and resources 
for the civilian economy and 
help ease . the . current alien- 
ation between the Soviet mili- 
tary and civilian populations. 
Yet for Mr Dmitri Yazov, the 
Defence Minister, such a pro- 
fessional army would be too 


costly and unable to provide a 
nnfflHpn» reserve for long-term 
military a cHmig 
Military leaden have found 
tiie idea of creating territorial 
formations based on national 
residence especially controver- 
sial, Hnkwi as it is to a larger 
nationalist agenda in the Baltic 
and other volatile republics. 
This is an explosive Issue a p d 
it challenges the traditional 
Soviet view of the armed forces 
as an integrating force for vari- 
ous Soviet nationalities. The 
Soviet High command has 
reluctantly yielded - some 
ground to Baltic and Georgian 
demands that recruits be 
allowed to serve in or near 
their home republics in an 
attempt to head off growing 


anti-military sentiment. 

Over the past year the 
esteem of military service has 
been undermined by an 
upsurge in press criticism of 
the brutalising of recruits, 
drunkenness and corruption, 
which conveys a bleak picture 
of military life. Many officers 
find such eritiMmi repugnant 
and have declared it ill-in- 
fonned, unpatriotic and malev- 
olent. This reaction reflects 
their deep unease about social 
trends under perestroika. 

Special attention has focused 
on the difficulties in socially 
and economically Integrating 
the 500,000 troops to be reduced 
unilaterally under Mr Gorba- 
chev's December 1988 
announcement. Up . to 100,000 


former officers will lose this 
status and ready access to 
accommodation. This threatens 
to create a large pool of disaf- 
fected demobilised officers. The 
capacity of the economy to 
readily absorb such an Influx 
of labour is uncertain. 

The use of Soviet troops to 
quell Internal ethnic and 
nationalist strife has dealt a 
damaging blow to military 
prestige. Moscow's decision to 
use regular army forces to 
smash into the Azerbaijani 
capital Baku in January only 
followed the failure of local 
KGB forces and Ministry of the 
Interior troops to regain cen- 
tral control in Azerbaijan, and 
it was undoubtedly taken with 
the greatest of reluctance. 

The political cohesiveness of 
the armed forces has tradition- 
ally been entrusted to Commu- 
nist Party organs, in particular 
the Main Political Administra- 
tion (MPA) of the army and 
navy. But a Central Committee 
decision last month to abandon 
the principle of the leading role 


of the Party forces a reap- 
praisal of Party organisations 
in military units. At the least 
party-political training in the 
forces is likely to be down- 
graded, undercutting the MPA 
and its chief, General Lfzichev. 

Finally, disillusion has 
gripped even senior officers as 
perestroika falters economi- 
cally and threatens to frag- 
ment the USSR into national 
groups. The majority also fear 
over-hasty decisions spurred 
on by the climate of military 
cuts, are defensive over reform- 
ist ideas Issuing form military 
ranks and bitterly resent the 
role of civilian critics. Yet 
growing cynicism among 
higher military circles has not 
spilled over into open disloy- 
alty to the political authorities. 

Roy Allison 


The author is a lecturer at the 
Centre of Russian and East 
European Studies. University of 
Birmingham 
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IN THE BEST, OEi.NATljQqK^I. ART 

Fotiire'eBs«ia>ies bf *V. ri 
women's dress . 

FhH ranges of 
fashionable colons 

Artistically designed . 
fabrics 

THE USSR FASHION CENTRE 



• designs concepts at Soviet 
fashions 

• pubEsbes 

JOURNAL OF FASHIONS, 
SEASON’S MODELS, FASHIONS 
OF THE SOCIALIST 
COUNTRIES. (Ibul cwraitaion 7.S 
minion copies). Tkado joumalB 
CLOTHES AND MATERIALS, 
ENSEMBLES OF DRESS, science 
and bconeaa ue wal eneo, ootobr 
charts, etc. 

m organizes rahibtt io n B, sct nhwra , 

festivals, fashion shows. 


j H B —aalone of fonks 
• manges experimental 
iiHwnfaaw e of sewn and knitted • 
articles, leather haberdashery, hate 
udSotweat 

Mens of the Ceatiefe fadnou 
ricrignci s, s fcm s rhr a at model clothes 
and printed designs far fabrics an 
'widely nsed-by lf fam , ' 
and Japanese companies. 

Armani, FSene Cardin and hBna 
Ricci, werid renowned couturiers 
show their coBecdoos hi the Centnfe 
d e mo ns tra ti on taH . 


Address: USSR Fashion Centre, 69 Vavilov St 
117846, Moscow, USSR 
Tbfc 134-90-00; Telex 411786 Mexla 
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Tip ■* i» .y-VjAiV, reiggsg gAe - A jl f fi fae tizes 

4^ Cheats' stress 
• Removes psyeboemotiona! 
tensions 


Lenar 


apparatus 
with noit^ne 
possibilities 

30 patent applications have been made in Great Britain, Italy, France, FRG, USA, Japan and other countries 

is a therapeutic, electric narcosis device. Instead of tablets, 
psychotrophic preparations and tranquilizers the apparatus provides 
a soothing impulse current which acts on the central nervous system and intensifies 
the brain’s self-regulation. It is absolutely safe with no side effects after treatment. 

/r ____ __ is manufactured in several modifications for combined electro- 
J^eiiar anesthesia and for individual prophylactic and stress treatment by 
the patient himself. 


Lenar 


is fully compatible with internationally recognised diagnostic devices. 

Manufacturer and exporter: 

The Kvarts Production Association, 10 Musorgsky St, 236000, Kaliningrad Region, USSR 
The designers Prof: Eduard Kastrubm and radio engineer Valentin Nozfamkov propose joint cooperation in 
manufacturing a new T fflar - Kpntflv r app a ratus that has no analogue in the world. 

Second State Medical Institute, uL Ostrovityanova, U 117869, Moscow, USSR. 


Your new business partner 
The foreign economic association 
OBSCHEMASHEXPORT 

Now exports machinery and equipment formerly supplied by 
long-established Soviet machinery exporters such as 
Tedhnointorg, Traktoroexport, Techmashexport, 
Machmoexport, Avtoexport, Raznoexport, Medexport. 
Represents the Ministery of General Machine Bnilding whose 
enterprises manufacture not only space equipment but also... 
Exports: tractors, lifting and conveying equipment, food- 
processing and chemical equipment, medical and 
domestic appliances 

Imports: accessories, equipment for developing new 
technologies 

After sales servicing of exported and imported equipment and 
appliances; 

Engineeting services. 

We are ready to develop industrial co-operation and set up 
joint ventures with foreign partners. 

Address: GSP -4, 9 Krasnoproletarskaya St, 101444, 

Moscow, USSR 
Tel: 258-66-56. Telex: 411836 
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All-Union Foreign Economic Association 

Technointorg 

YOUR RELIABLE PARTNER IN ALL DEALS 


Export! mat Imports: 

• research electronic 


inctafing optophysical, 
analytical, image 

vutynag and data 
processing devices; 

• Ecopbysic*! 


,,V V>c - 


Offais: 



laboratory equipment; 

• penotnl computers 

and office 

mechanization fad&tiet; 

• video and TV sets aa 
wefl as particular 

components and rete; 

• gas and electrical 
cookers, sewing and 
tw in rtg machines, 
boose and caber 
consumer ap pHirra 

PrawMem 

• fuO-eeopa service and 
d e ft nay dfapawe for 
{nstnanentsdon. 
cqnjpmert.anddcriccfc 


Fes TKfcMtofcMg, *4, rjrsmMoqv 1UL, 

113836 Mown* USSR 

Ikte 4 11200 IMtfhsK 231 - 26 -ZZ 


dengning, constractioo. 
renewal and o pera t io n 
both in (be USSR sad 
abroad o£ 

• electronics, radro 
engineering, and 


motioo-pkum project* 
automatic procees 
control systems; 

• c onmAn icyaad 
iafoamtksi service far 
tto field ot (te foreign 
omnom y 


• industrial ami 
extadcal tzatang oftbo 
personae! to be 
employed it tbc projects 
twwW ^.mi ne ri im. 


• offices in 

the FRG, Cheat Britain, 
fiance, Ausmfia, 
finbad and other 
cnmtriet. 

Is maty to: 

• belp m holding 

arrang ing jy n ipi m» i and 
otber advertising 
activities. 

IF YOU R ARB 
INTERESTED, 
TRADE CAN BE 
EXECUTED ON THE 
BARTER BASIS. 


The association 

Mm 

Citizens' Diplomacy 
in the Interests 
of International Cooperation 
and Mutual Understanding 

Business and h umanit arian contacts in 
international trade, science, military conversion, 
civil engineering, health, environment, culture, 
tourism and sports. 

Consulting in trade, industrial cooperation and 
joint production, development of new forms of 
economic ties. 

Financing of joint projects! 

Keeping speoal charity funds, public and 
commercial enterprises and private bank ' 
accounts for folly accountable individuals to 
Associations’ cheats. 

The association for cooperation 
between Soviet and foreign organizations 




is a self-financing foreign trade organization that 
enjoys the status of an association uniting a large 
number of industrial concerns, specialised 
business companies, research esta b lishments, 
public organizations and funds. 

Address: 16/1, Kirizhanovski St 
117218, Moscow, USSR 
Tel: 124-39-38 
Telex: 411098 inorp, 

. Telefax: 124056 


From powerful electric-thermic equipment to 
domestic electronic heating devices 

SEBELECTROTERM 

Our electric furnaces are installed in more than forty 

countries 

The Association’s products have been awarded medals 
and diplomas at many international exhibitions for their 

■ 12 to 150 ton arc steel-smelting furnaces 

■ electric resistance furnaces including vacuum 
furnaces for the heat treatment of metal products 

■ electric slag resmelting furnaces for the 
production of 40 ton ingots 

■ ore heating furnaces for manufacturing ferro- 
alloys, non-ferrous metals, abrasive materials 

■ vacuum electric resistance furnaces for refining 
tin and other non-ferrous metals 

SIBELECTROTERM 

has 45 years of industrial know how 
We are ready for co-operation in research 
and development of new technologies, 
for industrial cooperation and joint 
production. 

Address: 51 Petukhov SL, 630088, Novosibirsk, USSR 
TeJex: 133876 Rekoiri 
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CONSTITUTION 


LAW GOVERNED STATE 


Changes afoot 


THE process of the creation of 
a law governed state is the suc- 
cess story of the five years of 
President Mikhail Gorbachev. 
Not just successful: breathtak- 
ingly successful, on a scale and 
with a speed which no one 
could have imagined at the 
beginning of his tenure of 
office. 

The period has seen the end- 
ing of a totalitarian state and 
the emergence of a chaotic 
period in which at every level 
debate and struggle focus on 
the way in which the Soviet 
peoples are to be ruled. This 
has been violent and will be 
again. It could not be other- 
wise given the violence of the 
creation and consolidation of 
the state. But now, even the 
violence is usually significant 
of some kind of liberation, at 
least of expression, not that of 
a hopeless throw against gath- 
ering tyranny. 

That, for all its brilliance, 
the process may yet fail is a 
measure of the depth of the 
task which the reformist lead- 
ership took on, and the size of 
the contradictions which they 
summoned up by unleash i ng it 
in the first place. 

However, if reform succeeds 

- by which can only be meant, 
that it continues to stagger 
through crises while still pro- 
ceeding in the direction of a 
liberalised polity and economy 

- it will be largely because a 
state of law is painfully being 
built 

The Gorbachev period so far 
has seen many of the right 
things destroyed, and more of 
the right things created. In the 
first category, Mr Gorbachev 
has wittingly or unwittingly 
destroyed belief in the follow- 
ing: 

■ the unity of the Soviet 
Union; 

■ the command system of pro- 
duction and supply; 

■ the leading role of the party, 
and with it the supreme theo- 
retical role of Marxism Lenin- 
ism and the politicisation of 
everyday lifa 

There are signs that these 
new practices are becoming 
entrenched which bode well for 
a state of law. For out of the 
ferment in the republics Is 
growing a care for democratic 
and constitutional forms, both 
within the areas for which 
they seek autonomy and inde- 
pendence, and to govern the 
relationship between them and_ 
the centre. 

The elected Congress of Peo- 
ple’s Deputies and. a reshaped 
Supreme Soviet convened for 
the first time 10 months ago? 
yet it is now part of political 
life and contains a plurality of 
opinions which are beglning to 
form into proto-parties. More- 
over, it has confirmed - and 


rejected - ministers, passed 
laws introducing a presump- 
tion of innocence clause in the 
law and scrapped the notorious 
catch-all charge of "slandering 
the Soviet system”. 

It has refused to ban strikes, 
to levy penal taxation on coop- 
eratives, to raise tax on bear 
and cigarettes and It has 
granted economic autonomy to 
the Baltic republics. 

its deputies - most authori- 
tatively, the late Dr Andrei 
Sakhar ov - have argued pub- 
licly and vehemently with Mr 
Gorbachev and other high 
state and Party officials. And it 
has all been on television. 

Us very success has directly 
affected the position of the 


There is now a public 
opinion. It is febrile. 
Intense and 
inexperienced and H 
has clearly signalled 
its dislike of the 
Party's monopoly 


Communist Party. Its opera- 
tion has shown that the Party’s 
"leading role” and monopoly of 
power was both absurd and 
was being challenged with 
impunity throughout the coun- 
try. 

Thus the decision by the 
Central Committee plenum 
early last month- to scrap 
Article Six of the constitution 
guaranteeing the leading role 
of the party (or, significantly, 
requesting the Supreme Soviet 
to so amend the constitution) 
was the recognition of an 
already established fact The 
Party zoos no longer leading? 
the monopoly was broken. 

However, official confirma- 
tion of this has put a fillip 
behind efforts to create a con- 
stitution, efforts towards 
which have been In a curious 
suspension over the past two 
years, with "conservative” and 
"radical” drafts circulating, 
but no decisions being taken. 

Mr William Smirnov, direc- 
tor of fixe department for politi- 
cal studies at the Institute of 
State and Law, says: "Since the 
plenum, discussions are 
becoming more urgent The 
prevailing mood among legal 
circles is that it should be a 
really legal constitution - not 
one which .mentions the kind 
of society and state we will 
have; to make it an exp ressi on 
of the law, not (me which layB 
down the values of socialism 
-and communism.” 

What Mr Smirnov proposes' 
is a logical next step to the loss 
of political monopoly. That is, 
a constitutional settlement 
which guarantees civil rights 


John Lloyd 
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and describes electoral and 
judicial mechanisms, but is not 
prescriptive as to political out- 
comes - a complete departure 
for a state in which socialism 
is the presumed input to ami 
outcome of all state acts. 

In that sense, the removal of 
Article Six Of the cons ti t uti on 
Is only a first step. The decon- 
struction of an ideological con- 
stitution must proceed from 
the bottom up, engaging even 
with the very name of the state 
itself. 

The current session of the 
Supreme Soviet and or the Can- 
-grass will be critical in this 
instance. it must consider five 
draft laws on the relationship 
between the republics and the 
centre, and between republic 
and republic; It must anally 
get to a draft law cm the press; 
it must decide on a framework 
for new parties; and it mist 
conclude whether or not It 
wishes to legalise private prop- 
erty. At some point, too. It 
must Intervene to sort out the 
confusion over the refor m of 
the legal system itself. 

The momentum of constitu- 
tional change it has already 
initiated has been great. But 
still, as Mr Vitaly Tretyakov, 
deputy editor of Moscow News, 
points out: "We can stm revert 
to the days of stagnation if one 
man - Mr Gorbachev - is 
removed.” 

This overstates the case: it 
paints up, however, how much 
is owed to reformist personali- 
ties. how slender stm is the 
legal basis for enshrining the 
changes made. 

There is, finally, the matter 
of the creation of a public opin- 
ion and a civil society which 
are the ultimate guarantees of 
any constitutional and demo- 
cratic state. For if the people 
do not insist on democracy and 
the rule of law, leaders unused 
to either will be unlikely to 
provide it 

There is now a public opin- 
ion. ft is febrile, intense and 
inexperienced and appears to 
be against cooperatives (and la 
certainly against price rises); 
but it bas also clearly signalled 
its dislike of the Party's 
monopoly and its desire far a 
constitutional state in which 
not just the party, but the 
police, KGB, judiciary, enter- 
prises and unions were subor- 
dinate to the law nrit * able to 
operate independently of politi- 
cal and state pressures. 

The larger question is how 
far thin puhllc opinion can be 
expressed at the federal level. 
In the end, that will determine 
the entire process. It will not 
mean an end to law governing, 
but it win mean an end to the 
state aa. presently constituted. 


MR IVAN Laptev, editor of 
Izvestia, is perhaps a better 
model of the senior Soviet 
newspaperman in the age of 
Gorbachev than his higher pro- 
file colleagues, such as Mr 
Vitaly Korotich of Ogonek or 
Mr Yegor Yakovlev of Moscow 
News. 

He has been a considerable 
reformist, pushing the govern- 
ment paper into campaigning 
and enquiring Journalism, 
encouraging a talented team of 
- columnists Uke Mr Alexander 
Bovin and Mr Melor Sterna. At 
every step of the way, though, 
he has worried - "Was £ going 


It was at that same meeting 
that Mr Vladislav Starkov, edi- 
tor of Argument! 1 Fakil, a 
hugely popular weekly, was 
reported to be under threat of 
the sack. "Mr Gorbachev didn't 
actually sack him. He said: *ff I 
was in your place I would 
resign.' But he hasn't resigned, 
he carries on,” said Mr Laptev. 

Mr Albert Vlasov, c hai r ma n 
of Novosti, the press agency, is 
dismi ssive of allegations of 
control from above. 


“We’re an independent 
agency, we publish our own 
points of view,” That is 
increasingly true; and it is 
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LENINGRAD 

AIRPORT DUTYFREE 


BAGS OF POTENTIAL! 


Back in 1947, the first duty free shop in the world was opened — believe it or not 
— at Shannon Airport in the west of Ireland. 

The experience enabled Aer Rianta — Ireland's Airport Managers — to know 
more about duty free shopping than anybody else in the world. 

Experience that proved handy when the Soviets started looking for a partner 
to develop dutyfree shops at Moscow and Leningrad Airports. 

Since then Aer Rianta International have gone on to open a duty free 
emporium in the centre of Leningrad and are, at present, building one at Vyborg on 
the Soviet- Finnish border and planning further openings during 1990. 

You never know where in the world Aer Rianta International is going to turn 
up next! 


AerRianta international 


Shannon Airport, Ireland. Telephone: 353 61 61444. Fax; 353 61 61156. TelefcAERO El 72131. 


PRESS 


or party, be allowed to start a 


An age of enquiry 


too far ahead of my readers?” 

An example. Three years 
ago, he wanted to campaign 
against the practice of erecting 
busts of those who bad been 
twice awarded “Heroes of 
Socialist Labour." He had an 
article written “but I was. 
afraid to use it, because the 
leadership were all for the cus- 
tom and so were many work- 
ers. Now, it is widely discussed 
and It seems everybody is 
against it" 

He sees two main phases in 
the liberalisation of the press. 
First, the extraordinary Cen- 
tral Committee plenum of 
April 1985, a month after Presi- 
dent Mikhail Gorbachev name 

to power, at which "the new 
programme of perestroika gave 
us nope". 

The second moment was the 
publication, in the spring of 
1988, of the “Nina Andreeva 
letter” - a letter from a Stahn- 
ist teacher, published in Sovet- 
skaya Rosriya newspaper, vio- 
lently critical of liberalisation 
and seen at the time as the 
herald of a new reaction. 

Pravda lamely reasserted the 
leadership line some two 
weeks later. Mr Laptev and his 
colleagues were shaken, "but 
we talked together and decided 
to continue our line as long as 
we could”. 

But he is for perestroika: and 
that means he is for Mr Gorba- 
chev, in a way no w estern 
newspaper editor could afford 
to be far a prime minister or 
political leader. When, last 
autumn, Mr Gorbachev called 
in the newspaper editors and 
harangued them for irresponsi- 
bility, Mr Laptev thought 
about it, reviewed his material 
"and realised Gorbachev was 
right So I told my colleagues 
that we must work more care- 
folly." 


increasingly the case that 
these views clash, though how 
deep is the debate Is another 
matter. 

Mr Vlasov bas seen a 30 per 
cent turnover in Ids staff in. the 
past 18 months, a!s the old 
guard who are unable to accus- 
tom themselves to the changes 
leave, and sew ones are 
recruited. 

There are other inhibitions 
than the purely political- Mr 
Korotich at Ogonek, nothing of 
his vigour seemingly yet 
Impaired, says he cannot get 
the paper he needs, cannot get 
Che printing capacity he needs 
(“I have to print a weekly two 
weeks ahead of publication!") 
and cannot pay the staff what 
they deserve. 

“Our circulation has gone up 
from 260,000 in 1986 to Afim 
now. Pravda’s circulation has 
halved. And still they pay 
Pravda Journalists three times 
our rates.” The censor, he says, 


is still about though he 
causes' less trouble. 

He, too. thinks that the press 
remains protected - whileMr 
Gorbachev remains in charge. 

“Alter that meeting with Mr 
Gorbachev last year nothing 
happened. Hie showed the con- 
servatives that be conld shout 
at us and that, was all. Perhaps 
it is a sign that democracy has 
arrived: the leader makes a 
fuss and nothing happens. 

"We are not untouchable, Mr 
Gorbachev is not untouchable. 
But we exist in the struggle 
now. I feel bated, but I also feel 
supported. The battle will be 
open." 

Stall, most journalists feel 
too dependent on the figure of 
SrSTfor cSnfcrt. 
Says Mr Vitaly Tretyakov, dep- 
uty editor of Moscow News: 
“With Mr Gorbachev gone, thte 
whdle thing could collapse. ft 
still all comes down to him.” 
Journalists want something 




in wilting, and they .will probar 
' bly get it In this session of the 
Supreme Soviet 

The Draft Law on the Press 
has been locked about for at 
least two years, first undo* the 
conservative tutelage of Mr 
Victor Afanasov, the former 
editor of Pravda, and now 
under the more reformist over- 
sight of Mr Georgi Shakhman- 
rov, a fanner researcher at the 
Institute of State and Law and 
now an aide to Mr Gorbachev, 
as well as chairman of the 
standing committee on the law 
<m the press: 

He believes the law should 
be ready to be tabled and 
passed this session. He is cer- 
tain it . is llberaL and will bear 
comparison with any in the 
world. 

Only two things trouble him 
- "and they are matters of 
controversy everywhere". 
First, should an Individual, as 
against a group or enterprise 
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Writing on 
pros* line 


wall: A Leningrad reader caldhftng up wtih ti*e news. The relative freedom of the 
i (be more remarkable sin ce It la wholly aParty or stale owned press 


John Lloyd 


CONSTITUTIONAL REFORM 


Foundation laid for new system 


THE CENTRAL element of 
President Mikhail Gorbachev’s 
"New Political Thinking” has 
been the creation of a rule-of- 
law state In the Soviet Union. 
Glasnoet and perestroika are 
instruments to this end, but 
the real innovation in Mr Gorb- 
achev's policy is that', law — for 
the first time in.Sdviet history 
- is accepted as. a universal 
human value ' and not merely a 
means to an end. 

The foil implications of this 
view -for Marxist theoiy have 
yet to be explored, for classical 
Marxism always has empha- 
sised that state and law are 
ultimately doomed to wither 
away, to disappear under cam- 

winrHcm 

Be that as it may, the foun- 
dation stones are befog laid far 
its creation. Constitutional 
reform, Mr Gorbachev said, 
will be undertaken in stages. 
Hie first occurred in December 
1968 when the USSR constitu- 
tion was amended to create a 
new parliamentary body - the 
Congress of People's Deputies 
of th«» USSR — an d to intro- 
duce experimentally an elec- 
tion system under widchintilti- 
ple candidacies would be 
allowed. Further, a Constitu- 
tional Supervision Committee 
.was to be formed, and the rote 
and prestige of the courts and 
the legal profession were to be 
enhanced. 

There bas since been Institu- 
tional progress. The parlia- 
ment was formed In June 1989 
and, though cumbersome with 
2JOO members, seems to be 
emerging as an independent 
force even though 89 per cent 
of the deputies are members of 
the Communist Party. Its tele- 
vised proceedings captivate toe 
nation. 

The introduction of a Presi- 
dency into the USSR constitu- 
tion, for which the Congress of 
People's Deputies has been 
convened in extraordinary ses- 


sion, is attributed to this need 
for expeditious resdlnte .action. 

The December 1968 constitu- 
tional anwndm*»nt^ called for 
adoption of legislation protect- 
ing the independence of the 
judiciary. In August 1989 a law 
an the subject was enacted, fol- 
lowed in November by three 
further enactments on the 
recall and disciplining of 
errant judges. Republics have 
beat given the rigil to intro- 
duce the jury system in 

m i ft ftffli crimin al itmm 

“Telephone r law” has 
received, a. lot .of attentton'Jn 
the Soviet press, -such that 
when candidates were put for- 
ward for election to the USSR 
Supreme Court, the deputies 
asked each whether he or she 
had ever been the recipient of 


Lawyers are taking their 
own measures to enhance the 
proitesslan. Fees have increased 
slightly, but more importantly 
ceilings an earnings have been 
lifted and lawyers are at lib- 
erty to negotiate individual 
fees wtih foreigners. 

Two professional societies 
have been created. The Union 
of Jurists embraces lawyers of 
whatever kind (practitioners 
jurisconsults, advocates, 
judges, arbitrators, academics, 
- procurators, investigators, etc) 
'and. has a. potential member- 
ship of mace 30,000. The sec- 
ond, the Union of Advocat e s, 
accepts only advocates as 


Judicial review of the consti- 
tutionality of legislation, so 
hallowed in the US, was 


The real Innovation in Mr Gorbachev’s policy 
is that law - for the first time In Soviet history 
»-t .is accepted as a universal human value 
. ... and not merely a means to an end 


tele phone calls attempting to 
influence their decision u a 
case. All denied any such occa- 
sion, but the issue remains In 
the public mind and has 
become punishable in the new 
legislation. 

The experiment in spring 
1989 with multiple candidacies 
was considered to be successful 
and has been much expanded 
in the republican and local 
elections obis soring. 

Xu December 1889 the 
constitution was again 
amended in regard to elections, 
ftiig Htub to dimhate file auto- 
matic onathird vt deputies in 
the Congress of People’s Depu- 
ties who are indirectly elected 
by social organisations (tire 
Communist Party, unions, 
unions of writers, composers, 
artists, etc). In the next round, 
no Party will be automatically 
assured of representation. 


mooted when the USSR consti- 
tution .was -changed to allow 
the appo intment of the Consti- 
tutional Supervision Commit- 
tee. Severed times in 1988-89 
union republic lawB have been 
declared unconstitutional by 
the Presidium of the USSR 
Supreme Soviet, which pres- 
ently has jurisdiction over 
such matters. But when in 


bership so that every republic 
would be represented. And 
instead of a body modelled on 
the US Supreme Court, there 
emerged a pallid supervisory 
body with what, on paper, are 
rather limited powers to draw 
the attention of other agencies 
to unconstitutional enact- 
ments. 

However, in Professor S.S. 
Alekseev, the chairman of the 
new Committee, the country 
has an imaginative jurist capa- 
ble of developing fas Commit- 
tee’s powers to the fuQ. extent 
permitted by the law; - • - 

The staged approach to con- 
stitutional reform may be shor- 
t-lived- In November 1989 the 
Supreme Soviet : quietly 
appointed a commission to 
draft a new constitution. If a 
draft is produced (Khrushchev 
appointed such a commission 
in 1962; it reported in 1977), it 
would represent the fi f th gen- 
eration of Soviet constitutions 
since the revolution (1918, 1924, 
1938, and 1977). 

Here, however, the likeli- 
hood is stronger that the Con- 
gress of People’s Deputies may 
abandon staged reform for a 
full scale replacement of the 
present constitution. , 

Quite apart from the new 
presidency, the reforms in land 
legislation and the law erf own- 
ership also require constitu- 
tional alterations. The issue is 


June 1989 the government pro- 
posed candidates for tiie Com- 
mittee, the Congress of Peo- 
ple’s Deputies refused to 
approve them pending the 
adoption of a law an the Com- 
mittee which would define its 
powers and' functions. 

The republics were fearful 
that the Committee would 
become a powerful arm at cen- 
tral government In the end, 
the constitution was again 
amended in December 1989 to 
increase the .Committee mem- 


not public versus private own- 
ership, but how a reforming 
system develops responsive 
concepts of property which 
enable it to be deployed most 
effectively in the interests of 
the individual and society 
alike. 


C:1 


# 


we allow Individuals to 
start them, we risk such mas- 
sive powers as (William Ran- 
dolph) Hearst had and (Rupert) 
Murdoch now has. To us they 
are symbols of men who com- 
mand too much pditical influ- 
ence. The international demo- 
cratic movement as a whole 
haa not found a solution to this 
problem. The second Issue is 
who controls? The publisher or 
the journalists? 

"We believe the publisher 
s ho uld not have the right to 
censor an article - he must be 
given rights of influence, other- 
wise why bottler to publish at 
ail? He should have rights, and 
the editor and the journalists 
should also have rights, in bal- 
ance. Certainly, the journalist 
has the right to refuse to write 
something against his con- 
science." 

One consequence of the 
Frees law might be a certain 
faffing off of the presently very 
great availability of “unoffi- 
cial" papers - printed by 

groups, proto-parties, ecologi- 
cal clubs and individuals with 
something to say all over the 
country. . 

Mr Shakhnazarov reckons 
there to be 2 ,000 at them. The 
new law will force them to 
declare their editor's name, 
where their financial support 
comes from and what their edi- 
torial line is. Borne may find 
t>iia requirement too restric- 
tive, and drop out 

The relative freedom of the 
press has been the more 
remarkable since it is wholly a 
Party or state-owned press. 
The new law should permit pri-g 
rate, or at least co-operative.* 
ownership. 

But any guarantee for its 
independence depends on. the 
creation of democratic and 
marke t institutions. 


WIHlam Butter * 
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The author is director of the 
Centre for the Study of Socialist 
Legal Systems, University Col- 
lege London. 
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ECONOMY 


Martin Wolf examines the fundamental problems of an economy which produces satellites but not enough soap 

rattle of the Stalinist war economy 
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ECONOMIC reform In the 
Soviet Union feces three obsta- 
cles the legacy of the past; the 
chaos of the present and. the 
conflict over the future . Five 
years ^ experience with peres- 
troika have made the obstacles 
look more formidable. It has 
always seemed unlikely that 
changes which, challenge two 
generations of history will be 
brought about peacefully. They 
now look far more difficult 
than five years ago. 

Economic reformers talk of 
the need to create "a normal 
economy**. They mean by this 
a market economy, even if it is 
often qualified by. the word 
‘*soctaHst”. “There is no wor- 
thy alternative to the market 
as the method of co-ordinating 
the activities and interests of 
economic agents,” states the 
document put forward, with 
President MifclwD Gorbachev's 
backing, by Deputy Prime Min- 
ister, Mr Leonid Abalkin, to an 
“All-Union Conference and 
Workshop on Problems of Radi- 
cal Economic Reform” last 
November. 

One way of thinking about 
the abnormality of the Soviet 
economy Is that it is an 
extreme type of a war econ- 
omy. More is involved here 
than the burden of expendi- 
tures an defence. Also signifi- 
cant is the focus on heavy 
I industry and indifference to 
consumption; the economy’s 
isolation and extreme central- 
isation; the repressed inflation; 
the appeals to collective sacri- 
fice; and the paranoia. The war 
economy has satellites, but 
insufficient soap, missiles, and 
very little meat. 

The scale of the upheaval 
entailed by economic reform 
was not understood five years 
ago. Academician Mr Abel 
Aganbegyan, for example, 
expected that; as a result of 
perestroika, “the Soviet 
national income by 2000 would 
closely approach that of the 
US”.* But the real challenge is 
to avoid falling still further 
behind. Now, after almost five 
years of faflure, this is at last 

Dr Aganbegyan's analysis 
does at least explain why per- 
cipient economists had con- 
cluded that radical change was 
essential. Economic growth 
was declining, qninquenninm 
by Quinquennium, even, on the 
official statistics, but Dr Agan- 
begyan agrees with western 
critics that these statistics 
were ties. In his view the econ- 
omy bad become stagnant by 
the early 1380s. The Stahnist 
approach of throwing to'eser 
more resources had reached its 

WmTtll 

As Soviet growth has slowed, 
so has the rate of growth of the 
capital stock. The rate of 
growth of the labour force 
declined shandy as weJL along 
with that ofthe avaflabflity of 
natural resources. Meanwhile, 
economic efficiency (total fac- 
tor productivity in western 
parlance) rose by little more 
than 1V4 per cent a year after 
1970, even on the official fig- 
ures. If Dr Aganbegyan is right 
in his view of Soviet growth, 
there must have been no pro- 
ductivity growth in the 1970s 
and a decline of about 8 per 


cent dmtiig the first half ofthe 

•JAflWW - ■Wr — - V .= 


This , desperate ly poor p«K; 

(hicLivlly performance was no 

accident A huge proportion of 
Soviet resources are wasted on 
tanks and rockets. Investment 
is grossly foeffident (one study 
showing an . average construc- 
tion period on 800 large 
machine -building projects of 18 

years). ^Thsrefe little incentive 
to increase efficiency, espe- 
cially when so many enter- 
prises are giant monopolies. 
Last but hot least, while the 
advanced industrial countries 
were in the throes of tire infor- 
mation. revolution, the Soviet 
Union was years behind in the 
basic technologies ‘ and 
regarded information itself as a 
contagious disease. _ • : • 

Diagnosis was one thing; 
finding a cure another. The 
CIA estimates that, after a 
short-lived s u rge in 1986, gross 
national .product rose by a 
total of V/x per cent over the 
ensuing three years, while 
GNP per head fell by more 
than one per cent Moreover, 
this is the good news. The bad- 
news is that the economy .is 
threatened by inflation, of Pol- 
ish -proportions. . r . 

. Even the official statisticians 
'suggest that inflation - was -2K 
per cent in 1989, but then add 
another 5 percentage points for 
the nofr&vaflabitiEjr of goods. 
The procedure is peculiar 
(since the non-availability of' 
goods should appear in. the fig- 
ures for o u t pu t, not prices) but 
the point is sound. For citizens 
and visitors; the nan-avaflabiL- 
ity of almost any good one 
cares to name; except the rou- 
ble, has became the economy's 
salient characteristic. - 

How have five years of peres- 
troika. managed to turn, the 
chronic ailments of the Soviet 
economy into a critical dis- 
ease? The answer is that a 
deeply divided and weakening 
central go vern ment has pur- 
sued policies that were inter- 
nally contradictory and too 
often ill-considered. Perhaps 
the most fundamental, and 
most frequently recurrln&xan- 
flict is between disciplinary 
campaigns, on the one hand, 
and a shift to market media- 
nisms, on the other. 

In the spring of 1986, acceler- 
ation of the country's social 
and economic development 
was Mr Gorbachev's main 
demand. .This acceleration pro- . 
gramme was a disaster, exacer- 
bating bottlenecks in the econr 
omy;and providing a: boost to 
largely nnprodnetiver Invest- . 
■mente. : v - : 

Equally disastrous was "the ; 
anti-alcohol programme, - 
described by Anders Ashmd** 
as “a XQH-fledgied disciplinary 
campaign of the old styled. The 
short term effects were impres- 
sive, the longer term ones cats-, 
strophic, Including a huge 
increase in illegal distilling 
(with no fewer than 900,000 
stills confiscated within a year 
and a half) and an important 
loss in government revenue. 

The failure of crash pro- 
grammes of Jive traditional 
kind seems to have gone some 
way towards persuading Mr 
Gorbachev timt something dif- . 
Cerent and more radical was 
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required,. The watershed was 
the. plenary meeting of the 
Party's Central Committee in 
June 3987. This was followed, 
shortly afterwards, by the Law 
on State ■ Enterprises and, 
almost a year later, by the lew 
on Co-operatives. 

■ Unfortunately,' both these 


responsible for statistics now 
estimates the monetary “over- 
hang” at RbsieSbn,. which is 
close to 40 per cent of the liq- 
uid assets fin cash and savings 
accounts) of the population. 
The State Bank may argue that 
the. overhang is “only” 
BbslBOfan, but does hot doubt 


Some-people believe that It would be easier 
tor the Soviet Union to achieve communism 
than return to capitalism 


market-oriented reforms were 
h amstru ng from the start. The 
Law on State Enterprises 
endorsed a mutually incompat- 
ible combination of enterprise 
independence with centnuisad 
management (enforced through 
discretionary taxation and 
state orders, which still cover 
more than 80 per cent of the 
total output of state enter- 
prises). Equally half-baked was 
the introduction of coopera- 
tives, which remain ontslde tbe 
system of state supply and 
attraet the resentment atten- 
dant upon their inevitable 
finks with grey and Hack mar- 
ket*. ’ 

At least ~these efforts, have 
been educational . They demon- 
strate that one cannot have 
just a hit of a market Bnt they 
also show that the crumbling 


that fit is huge. 

The worthlessness of the 
currency also undermines eco- 
nomic decentralisation. Who 
would work harder to earn use- 
less pieces of paper? At the 
same time, enterprises make 
things worse, by engineering 
concealed inflation through 
changes in their product mix 
and then paying higher wages 
(a process condemned as 
“group egoism”). The break- 
down in central control over 


the wage funds of enterprises 
allowed wages to rise by 10.9 
per cent in 1989, while indus- 
trial output officially increased 
by a mere L7 per cent. 

By the summer of 1989 all 
intelligent observers began to 
see the depth of the long run 
problems and the severity of 
the short run crisis. Unfortu- 
nately, faced with harsh 
choices, the leadership fudged. 

Gosplan Chairman Mr Yuri 
Maslyukov proposed yet 
another “crash programme”, 
this time to increase the sup- 
ply of consumer goods by 12 
per cent in 1990. Then, in 
November, Mr Abalkin's team 
DRxfuced their radical ideas for 
a market economy, with the 
traditional socialist elements 
almost invisible. This plan pro- 
pounded a five year transition 
to the market economy. 

Alongside Gosplan’s pro- 
posed emergency measures, 
1990 was to see the working 
out of “reforms of price forma- 
tion, labour remuneration 
social security” and the closure 
or transformation into “lease- 
hold, co-operative and 
joint-stock entities” of “all 
unprofitable industrial enter- 
prises”; then, in 1991-92 the 
new economic mechanism 
would be launched, with clo- 
sure or transformation of all 
“unprofitable state and collec- 
tive forms"; finally, in 1993-5, 
the market wueemVifem would 
take centre stage, with comple- 
tion of financial, recovery and 
an antimonopoly programme. 

In spite of Mr Gorbachev's 
support the Abalkin pro- 
gramme ran into fierce hostil- 
ity. In any case, the subse- 
quent proposals -of Mr Nikolai 
Ryzhkov, the Prime Minister, 
in early December appeared 
both to question the goal of the 
r efor m ^ change tiia time-ta- 
ble. The solution to the imme- 
diate crisis lay in a switch 
from heavy industry to con- 
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sumer goods, rather than too 
fast a switch to a market econ- 
omy. Plans to reform form gate 
prices for foodstuffs were post- 
poned to 1991. Retail prices 
would not be changed before 
1992, and then only after a 
“nationwide debate". 

Mr Ryzhkov's intervention 


gramme. The budget deficit 
may be reduced as planned, 
but it would still be 6 per cent 
of GDP. The envisaged sale of 
various bonds will at best neu- 
tralise the monetary effects of 
this year's budget deficit, but 
will do nothing about the mon- 
etary overhang. The plans for 


One way of thinking about the abnormality 
of the Soviet economy Is that it Is an extreme 
type of a war economy 


leaves the Abalkin progr a mme 
as the blueprint for the reori- 
entation of the economy. Its 
significance is moot, however, 
since it seems inconceivable 
that the Soviet economy will 
be stabilised in 1990. If so, nei- 
ther price reform nor a move 
to the market is likely. 

The expected boost in the 
output of- consumer goods in 
1990 (now Rbs80bn or 15 per 
cent) looks tike just another 
over-optimistic crash pro- 


penal taxation of high wage 
increases contain too many 
exceptions. 

More radical programmes 
can be envisaged. These would 
include elimination of the bud- 
get deficit, monetary reform 
and acceptance of a degree of 
InflaHnn (almig with measures 
to protect vulnerable groups). 
Such an emergency pro- 
gramme could be followed by a 
radical price reform, which 
would, in turn, set the basis for 


market formation of prices, 
greater decentralisation of 
enterprise, a vigorous anti-mo- 
nopoly policy and partial con- 
vertibility of the rouble. 

Yet the Government shows 
no stomach for the radicalism 
that has any chance of work- 
ing. There are several reasons 
for this reluctance: the scale of 
the upheaval that would 

S uestionably follow; ideo log- 
blinkers; the opposition of 
an apparatus that contains 
some 18 million members, all 
of whom actually or potentially 
benefit from the power and 
perquisites given them by the 
shortage economy, and, per- 
haps most important of all, the 
antipathy of a population 
taught for 70 years to despise 
everything - success and fail- 
ure, unemployment and 
inequality, profits and property 
- that makes an market econ- 
omy work. 

The market cannot just be a 
pretend, “socialist" one. It 
most be a real one, with real 
consequences and real casual- 
ties. But such reforms would 
not only defraud the people of 
what they thought were their 
earnings, but of almost all they 
have been taught and were 
told they had achieved over 
three generations. No wonder 
some say that it would be 
easier for the Soviet Union to 
achieve communism than 
return to capitalism. Unfortu- 
nately, a smooth transition to a 
“planned market economy” 
looks more unlikely than 
either. The war economy is 
dying, but there is as yet no 
successor, except chaos. 

* Abel Aganbegyan, The 
Challenge: Economics of Peres- 
troika (London: Hutchinson. 
1988) 

** Anders Ashtnd, Gorbachev’s 
Struggle for Economic Reform: 
the Soviet Reform Process 
198888 (Ithaca. New York: Cor- 
nell University Press 1889) 


political system can disorgan- 
ise the existing system far 
more easily than reform it 
Of notmng is thin more true 
timnof money. At the heart of 
tiie c u r rant problem is the defi- 
cit in the state budget (on 
t yMrh jf wfhnwatfoii was at last 
{xovided in 1389), As a cause- 
qaemx.'iofihe- investment 
expansion, "the anttsloahol 
campaign, increased, social 
expenditures and the Can to the 
worid price of all in 1968, the 
deficit increased from HbslSbn 
C2Jper cent at GDP) in. 1985 to 
RbsSObu in 1988 and,Rbs92hn 


in 1989 (around 11 per cent of 
GDP in both cases): After 
strenuous efforts, the deficit Is 
ex p ected to fell to 6 per cent of 
GDP in 199a . 

1981 the ratio of liquid 
savings deposits to retail sales 
risen from 64 uer cent to 86 
per cent, while government 
debt has risen from 16 per cent 
to around 45 per cent of GDP. 
Goskomstat, “he official body 
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y mhotmx paapafiaiuBasMux npQMbauneKHbir ofttenos noipe0Hocn> ipa — yanpe- 
hhb nyraa npomsofleraa. Mu ruraebi pacacaaan* o tom. k* sro bomookhol norouy mo 
no HauieMy onury aranoMus BpeMOw b pawwpe or oftHora flD /pyx oar Bname bosmcsk- 
ta. 

Kaicm npeMRsyujBCTBa npMHOctrr ycKopetme rpactunca? 

• ftKopaHMbifl nyzx i^otoBogcma npuHoarr ^ononmnenhoue .rpoyiM 

• Ha npoNbuium&o cKhaaaoc. 

NDMnfiHCHpyiOHfHX HMTOpT, flPCIU- 

raBIGR SNOHOUtM BanUThl 

• Hawfonoi fiwerpee imynnoMM 

BanKmfca/poAOTOraKcnopraTO- 

sapa> 

• yMO&masftH pasMep xanmana, 
caHsaHHorp c mhbbctmimA, a tac- 

OTpar Ha nponemu 
KpOUBTOnt HU B 8MHH-CtpOS SHEh 
GH, am aOfttOM uocyr fibm. tear 
omaoM McnoshaosaHU pecypcw Co- 
mxso Cosna b ocyiqBCTBnaMH upo- 
ona. Mu yMeeM coBwapib ax c oa- 
(^dOKKUMM nOGTaBKaMH, ofiscns | aBas 
Koponoiii epoc crpcHTanhcrea h iiwot- 
HaibHyio norpsUHocib b eanoia 
B (MsorGipoe h ocHceaHHba kwh 

cobmcthux awrcKHlwHC»a nieft- ._. 

npwnmx mu {oonmaat «wy-xay», nncpbU Bsecra c Bae « yMoww odsenew 
smohoimo BP8M6HH « flpHBr npH ot^ecTfineww BamB MMCnnim. 

Mu omo mppuuK* snui c Bam. . ■ 

$ <W4HH-CTPOM 

. rtesaar BWTopa, PBspanportfi 10, 02200 Espoa S*ihj»ha** 
lea. 80 481, Tsmhc 122221 stroi sf 

fTpeflCTffltfTWfcCTBO B MOCKBS, fit. AtfpMflUftKaft, 7, 117949 M 0CWM 
Ten. 237-12-50. 238-51-75, Tenew: 413950 stni SU 



METALLGESELLSCHAFT 


NOBODY DOES MORE 




Metallgesenscbaft, one ofthe world's leading 
raw materials companies, is now closer to its clients 
and their needs than ever before. 

The company has implemented a new, stream- 
lined organizational structure combining de- 
centralized entrepreneurial energy with central 
TYianngPimwit skills. Under the new organization. 
Raw Materials Hading, Engineering, and Merchant 
Banking are the three central businesses around 
which the aftoncompassing operations of the - 
DM 20 billion company revolve. 

Tbgether with MetallgeseUschafFs many sub- 
sidiaries these central units form a network that 
gives dients access to a virtually unlimited scope 
of expertise in raw materials. 

One of the decisive strengths of the MetaQgesell- 
schaft Group is its ability to combine any number of 
services in raw materials into unique packages tail- 
ored for projects of any ate or complexity. These 


packages cover the entire range of operations from 
raw materials exploration, mining, processing, and 
smelting to trading, marketing, recycling, trans- 
portation, and finance, 

Meiall Mining Corpoiatioti -Miniug (jjjjjMetaDgeseilscfaafl 
Austria AG - Special metals, chemica ls HKMfmn- 

hfittovOeaellMchirttmhH-IEincnnHlaari G rill o-Werice AG - 

Metals, chemicals y^N onddcutschc Aflinerie AG - Copper, 
precious metati , chemicals B. U.S B erzelius Umwelt- 
Service AG -Industrial waste nseyeflog [Hj RheumnkGmhH. 
Ruhr-Zink GmbH - Zinc and zinc systems technology 
£ Chemem U GmbH - Specialty chemicals jE$| Kolbcn- 
sdunktt AG - Engine parts » gar ;u l T .imBN ii Chemie 
GmbH - PtgmentsVJH JLe tinkering Montan Transport AG - 
Transportation scrvicta 

MEIAIIXjESELLSCHAFT AG 

Xculowcz 14, EO. Box 10 1501, 0^000 Rm&fim am Main 1 
1fi±: (69) lSWJ, TWefiuc (69) 159*2125. Tikx: 4 ! 2250 mgf d 

Subsidiaries and initiates in ail major markeiptaees of the world 



Nobody does more with raw materials. 
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ECONOMY 


( SOVIET UNION 1Q~> 


A GLOBAL COMPARISON 


Structure of gross domestic 


Measures of the task ahead 


expenditure In US & U SSR 



HOW LARGE Is the Soviet 
Economy? How does its struc- 
ture differ from that of the 
leading industrial countries!? 

Now that gross national 
product is estimated by the 
Soviet statis tical authorities, 
these questions might sound 
quite simple to answer, but 
they are not This is not only 
because Soviet statistics are 
partic ular ly unreliable, but 
also because the official 
exchang e rate for the rouble Is 
arbitrarily determined and the 
structure of prices in the 
Soviet Union is also very differ- 
ent from that in the West 

At the average official 
exchange rate Of $L50 to the 
rouble, the Soviet Union’s 
gross domestic product in 1987 
wooU have been only $L3 tril- 
lion (million million). In that 
year the GNP of the US was 
$45 trillion, Japan $2.4 trillion 
and West Germany $1.1 tril- 
lion. On this basis, therefore, 
the economy of the Soviet 
Union was considerably 
smaller than that of Japan arif * 
little larger than that of West 
Germany. 

But the Soviet Union is more 
economically powerful than 
that. The size a£ its economy 
must be recalculated, tiring not 


fee official exchange rate, but 
a common set of international 
prices. 

For the western economies 
such purchasing power esti- 
mates of GNP are computed by 

the European Community and 
the OECD; for the Soviet Union 
comparable estimates have 
been prepared by Mr Boris Bol- 
otin, a researcher at the Insti- 


tute. of World Economy and 
International Relations. 

Such estimates are unavoid- 
ably rough and ready, particu- 
larly when the quality of 
Soviet goods is so much worse 
than of those of the West But 
Mr Bolotin’s estimates of the 
overall size of the Soviet econ- 
omy are at least dose to those 
of analysts in the CIA. (But 


Purchasing power of Soviet GDP compared 






SowoKOCCIXMcBorkl 


note the uncertainty. HanEcon 
- a well-informed, Washing- 
ton-baaed organisation - sug- 
gests 'feat the Soviet, economy 
may be 40 per cent smaller 
than the CIA estimates.) 

According to Mr Bolotin’s 
estimates, revalued at “inter- 
national'* prices (an average a f 
prices in tile Soviet Union and 
in the countries of the OECD, 
weighted by their GNP) the 
GDP or the Soviet Union would 
have been S2L2 trillion in 1967, 
about half that of the 1% but 
bigger than that of Japan, 
winch fh ripiw to $i a 
(because of the exceptionally 

high price cf services to domes- 
tic prices). 

The Soviet economy also 
turns out to be more than 
twice as large as that of West 
Germany. (On PlanEoon fig- 
ures, however, the purchasing 
power of Soviet GDP would 
have been only $1.5 trillion, 
less that of Japan.) ' 

The Soviet Union is unques- 
tionably a poor country, its 
overall economic size being 
explained by its large popula- 
tion. GDP pear head on a pur- 
chasing power basis - esti- 
mated by Mr Bolotin at $7,900 
in 1987 - was 42 per cent of 
t hat of the US a**d about half 


those of West Germany, Japan, 
France, the UK and Italy (all of 
which are fairly close 
together). Real GDP per head 
in the Soviet Union would then 
be close to that of Greece. (On 
tiie PJanEcon estimate. Soviet 
GDP per head would be closer 
to that of Turkey.) 

What Is more, the improve- 
ment la the Soviet Union’s rel- 
ative position since 1913 
appears to have been modest 
According to Mr Paul Bairodt*. 
Russia’s GNP per head in 1913 
On I960 dollars and prices) was 
a third of that of the TJK, '43 per 
cent of the German level, 47 
per cent of the French and 74 
per of the While 
the improvement relative to 
the UK appears to have been 
substantial since the Revolu- 
tion, that against Germany and 
France has been small, while 
Italy has moved ftrrHiwr 

Soviet personal consumption 
hi iinrfiM«i not only by the low 
average income per bead, but 
also by its low share In Soviet 
GDP. In 1967 the share of 
Soviet GDP devoted to the con- 
sumption of the papulation On 
domestic prices) was-a mere 56 
per cent, against 70 per cent in 
tire US and 60 per cent even in 
Ja p a n . 



In domestic prices almost 
two thirds of Soviet final con- 
sumption. (winch includes gov- 
ernment-provided personal 
consumption) goes au food and 
rfnthfrig , a Ttm ^ higher pro- 
portion than in the leading 
fai Tng i ri ni countries . 

A far proportion of 

such consumption goes for per- 
sonal transportation (cars), 
bearing, education and medi- 
cal care. In “international” 
prices, expenditures on per- 
sonal transportation shrink to 
ahnnat nothing, while those an 
health remain remarkably low, 
at only 4% pear cent of GDP (as 
against 11% per cent in the 
US). 


The low share of Soviet per- 
sonal consumption in total 
expenditures partly reflects tire 
high share of government con- 
sumption. Defence spending 
was particularly onerous, at 9.8 
per cent of GDP in domestic 
prices (an the official figures) 
and 12.7 per cent of GDP in 
‘ gntematicnal' * 

Western analysts argue that 
defence spending is, in fact, 
substantially higher than offi- 
cially indicated, perhaps as 
Tmi«h as 13 per cent of GDP in 
domestic prices and 17 per cent 
in US p yyiw- 

Tbe investment effort is 
almost equally impre s s i v e. Of 
th e l ea din g industrial coun- 


tries only Japan invests a 
larger share of GDP than the 
Soviet Union. 

Yet. correctly measured, 
Soviet Income per head seems 
to have stagnated for over a 
>u*-arU> No more powerful indi- 
cation could he given of the 
extent of the inefficiency that 
President Mtkhafl Gorbachev's 
economic reforms are in t en d ed 
to remedy. 

Martin WoU 


* Paul Bairoch, Europe’s 
Gross National Product 
1800-1975, Journal of Economic 
History, 1976, p. 297 


INTERNATIONAL TRADE 

An outsider knocking 
on the West’s door 


"THE WORLD economy is 
becoming a single organism, 
and no state, whatever its 
social s yste m or economic sta- 
tus, can normally develop out- 
side it.” So said President Mik- 
hail Gorbachev in a speech to 
the UN General Assembly in 
December 1988. In a subse- 
quent speech in London in 
April 1989, he asserted, quite 
bluntly, that "our economic 
reform presupposes the Soviet 
Union’s closer integration into 
the world economy.” 

No country has tried harder 
to develop outside the world 
economy. The Soviet Union Is, 
as a remit, a peripheral player 
in both world trade and invest- 
ment, which are, in tom, mar- 
ginal in the economy of the 
Soviet Union. The lengths to 
Much it has gone are a mea- 
sure of the changes that will be 
required if it Is to integrate 
within “the single organism" 
of the world economy. 

For example, the rouble 
remains almost entirely uncon- 
vertible into foreign exchange 
(or, indeed, anything else). 
Moreover, a combination of for- 
eign g*rf»mgn retention quotas 
and 3,000 prodnckspedfic coef- 


ficients for conv ersi on of for- 
eign currency into roubles has 
created one of fee world's most 
elaborate multiple exchange 
rate systems. 

While designed to encourage 
processing of raw materials, 
the number of foreign 
exchange coefficients also 


reflects the isolation of domes- 
tic from world prices. Accord- 
ing tO wilwihtlniM at fllO 
State Bank, the purchasing 
power exchange rate for the 
rouble varies between 30 
kopeks to the dollar far food 
(at nffiriai prices), to between 
uimfl and Rbs5to ^ dollar Car 
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THE OKOBANK NETWORK 
FOR USSR TRADE 


- OKO TRADE INTERNATIONAL: LONDON, MOSCOW AND HELSINKI 
FOR BUSINESS STRUCTURING AND TRADE SERVICES. 

- VNESHCONSULT: MOSCOW AND HELSINKI FOR MANAGEMENT 
CONSULTING. 

- OKO FINANCE: LONDON AND HELSINKI FOR LEASE FINANCING. 

- OKOBANK: HELSINKI, MOSCOW. LONDON AND WORLDWIDE FOR 
ALL FORMS OF BANKING AND FINANCE EXPERTISE. 


IN LONDON: 


IN MOSCOW: 


IAN WATSON (TRADE) 
SAM GENEEN (FINANCE) 
ERIKSKON 


JUHAN1 KANERVA 
ALEXANDRE ROUBTSOV 
(MANAGEMENT CONSULTING) 


IN HELSINKI: MATTI HE1KKJLA 


- ( 441 ) 940 1202 

- ( 441 ) 332 1633 

- ( 441 ) 332 1633 


-( 7095)2301386 
- ( 7095 ) 181 4294 


-( 3580)4044095 


d> OKOBANK 


many consumer goods, to 
Rbs30 to the dollar for more 
sophisticated cons um er goods, 
like video-cassette recorders. 

An inevitable consequence of 
the Isolation of the domestic 
from the global economy is 
that the Soviet Union exports 
rather little, while its pattern 
of expacts is that of a third 
wodd country. Thus, in 1968 
about 36 per cent of Soviet 
exports to the non-socialist 
world consisted of fad and 43 
per cent of its total. exports 
were of petroleum and gas. 

In 1988 total Soviet exports 
were $Ultm, of which only 
$43bn were for convertible cur- 
rency, while Soviet imports in 
that year were $l07bn. with 
$39bn in convertible currency, 
leaving the country with a 
modest current account sur- 
plus tin co n vertible currencies 
of $&8bn (after allowing for 
invisibles). 

According to the Gait, this 
overall iw« » w iiwwy maflp the 
Soviet Union the world’s 
rfgWh htps t exporter, coming 
Just a fter Canada a*»d account- 
ing for 8J9 per cent of world 
exports (which can be con- 
trasted with the West. German 
Share a t JUT par caufand the . 
US share of tt-t per cent) 1 8& 
tills ba sis, the Soviet presence ' 
in world *redw is not xnrigmfi- 
cant. But that conclusion-. is . 
wifaiwudtng in two resp ects. 

First, if one looks a exports 
for c onverti ble currency (and 
so subject to free international 
competition), the Soviet share 
of world exports Is well below 
tem of «™»n economies such 
as Taiwan, Hong Kong, South 
Korea, Switzerland or Sweden. 
Second, only 47 per cent of 
Soviet exports to non-socialist 
countries were manufactures. 
At around $20tm, these exports 
were less than half those of 
Hong Kong or South Korea and 
were dwarfed by those of tire , 
landing western economies.. 


Regional trade structure 



This feeble export perfor- 
mance must be transformed if 
an increasing proportion of 
Soviet output Is to be made 
subject to international compe- 
tition (whether at home or 
abroad). Without expanded 
exports of manufactures for 
hard currency, imports will 
remain constrained by the lim- 
ited Soviet capacity to increase 
its external borr owin g (a con- 


cern to the Soviet authorities 
already) and by its still mote 
limited capacity to expand 
exports of petroleum. 

It is true that new arrange- 
manta -within Coaneoon will, in 
time, increase Soviet hard cur- 
rency revenue from energy 
exports. Yet even that silver 
Hiring baa a cloud, since Soviet 
enterprises will lose a pro- 
tected export market 


I — 

EURINTRADE - INTERORIENT 
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Radical change may be 
needed, hut - as in other areas 
of Soviet economic life - 
reform has been half-hearted 
so for. Domestic prices remain 
as divorced from those in the 
world market today as five 
years ago and the rouble is, if 
•“ * ■ still fa rther from 


trade performance has failed to 
pick up. 

The most interesting 
rfwmgwg have been the some- 
what restricted permission to 
^rer prisew to msike their own 
trading MWj m gBf m imfai and th e 
encouragement of joint ven- 
tures. The former demanded a 
vigorous assault on the previ- 
ously all-powerfnl Ministry of 
Foreign Trade. 

At the strategic level the 
State Foreign Economic Com- 
mission was established as a 
farmer ministry” in charge of 
policy-formation In external 
economic relations. Mean- 
while, 12,680 organisations 
(more than a quarter of the 
larger en te rprises) have regis- 
tered their Intention to con- 
duct external trade on their 
own behalf. 

One problem created by the 
freedom granted to enterprise 
is in their Ax^iwHiHflw for 
bard currency/ they aiw pre- 2 
pared to sen., almost anything 
they -can get ftirfr hands-on. 
Several scandals have been the 
inevitable consequence of 
granting such freedoms in the 
context of tiie hugely distorted 
Soviet economy. As with the 
co-operatives, these scandals 
tendto discredit the whole idea 
rf fa 


Some L264 joint ventures 
from 60 countries have now 
been registered, but only 200 
are operating, mostly cm quite 
a small scale, the average capi- 
tal employed in the more 
recent joint ventures being a 
mere Rbs&Sm (£L3m, at the 
nffiirlai exchange rate). 

As Mr Ivan Ivanov, deputy 
chairman of the State C ommit , 
tee on Foreign Economic Hala- 
tions remarks: “Joint ventures 
are just nwa channel" for open- 

'Our economic reform 
presupposes the 
Soviet Union's closer 
integration Into the 
work! economy* 

ing the Soviet economy. He 
also describes them as a 
“model of the the post-reform 
Soviet economy”. In the pre-re- 
form economy, however, they 
are of marginal importance, 
_ because of the obstacles 
face, the greatest being 
obtaining supplies in a Soviet 
economy whiten stffl works an 
administrative lines. 

Meanwhile, the Soviet Union 
is flirting with the idea of 
membership of the Gait and 
iiw International Monetary 
Fund. But, however symbolic 
thi« would be, membership of 
these institutions is a side 
show. Mr Gorbachev’s desire 
for integration of the Soviet 
into the global economy is 
waiting for Godot: meaningful 
economic reform at home. 

Martin Wolf 
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MR C&VIQL Popov t- membra: 
of the USSR Academy of Sci- 
ences, editorofProblemflof 
Economics and leading mem- 
ber of the coenHnrtBng cam- 
xnlttee of IlemocfBtl&Flittfbnn, 
the radical faction in the Con- 
gress of People’s Deputies - is 
a left winger* tn Soviet , parl- 
ance. In the ‘West he would be 
seen as a MendLof.ah egaHtar: 

fan a! riwfliwri HTw-ql 

Professor Popovargues that 
“economic reform baa come to 
a point where, it directly 
touches upon the privileges of 
the communist ap p a r atu s and 
even threatens its very exis- 
tence. 

“Dais is why external pres- 
sure most be imposed either by 
the Supreme Soviet or by the 
Party Congress.” These bodies 
will push only IT poshed, in 
tom, by the people. “Neither 
Gorbachev nor Ryzhkov is a fr l ^ 
to introduce these gh"wg»« on 
their own initiative,” he 


Interview: Gavril Popov 


The party as villain 


The public is against price 
reform, he admits, but he 
ascribes this reluctance to rite 
fear of being deceived once 


again by the government “H 
other people came to potter 
Whom the people trust, -they 
will agree to the reform." 

1 To alleviate popular resis- 
tance, Profesaor Fopov argues, 
for combining price reform 
with rationing of basic food-' 
staffs for the benefit of vainer- .. 

■ aide groups, hke pensioners. ' 

A sharp decline in invest- 
ment and defence spending 
“will release vast resources to 
the consumer sector, where- 
upon market prices win go 
down, though they w£Q be.,' 
higher than they are now. 

“In' any case, the govern- 
ment wfu mid up with a sys- 
tem of rationing, tout not until 
it has ffcret mined the country. “ 
Only nwnh w n of the appara 
tn s are against rationing; .' 
because they can now obtain 


pugpH* 8 ^ 

. VS^diHtton, “a monetary 
reform must be Introduced 
immediately." According to 
Professor Popov’s proposal, 
people would have to Justify 
the money in their accou n t s . & 
unable to do this, they would 
have the money. co nfi sc at ed ac. '* 
more likely, would leave it 
'nnghjoHd. ' 

- His proposal differs from 
that of the United Workers 
Trent, - a “conservative" popo- 
movement, which favours' 
confiscation of an sums over a 
certain amount - perhaps 
Rbsl&OOO (£25,000 at the official 
exchange rate). - 
Processor Popov'S Inten ti o n, 
In contrast, ts tn show, as 
mfcch consideration for the 
peopte as possible. Thisis why 


Interview: Victor Geraschenko 

Model central banker 


“THE SOVIET people want a 
central bank that will some- 
times say wet to the Govern- 
ment” With these words |fy 
Victor Geraschenko, chairman 
of the State Bank of the Soviet 
Union since August last year, 
claims his independence. 
Equally bluntly, he asserts 
that “the decision to put the 
price reform under the table is 
unforgivable. We have lost two 
years. Economic reform win 
not work without price reform. 
The later price reform s t ar ts , 
the more *tm«» we will lose. 

“The internal price system, is 
such that we cannot work out 
a realistic rate of exchange for 
the rouble.” similarly , “our 
proposals for rfiang aw in inter- 
est rates cannot work without 
the price reform.” Nowadays, 
he notes, enterprises only pay 
interest at around 2 per cent. 


“which, is why enterprises have 
a huge stock of materials 
which they can use for barter 
purposes.” 

The State R ank proposes, 
hmte»ii, interest rates of 6 jwr 
cent on short term credit (of up 
to a year), rising to 9 per cent 
for credit of over three years. 
“Maybe . we will 'Introduce foe 
reform m stfl£6&. But tor indnsh' 
trial units we will be able to 
introduce the new interest rate 
structure in foe second half of. 
rids year.” 

Even with price and interest 
rate reforms, “we will not be 
able to bmje an ideal banking 
system, in which the bank 
manager will be able to say 
*no* to enterprises,” be says. 
“The previous centralisation 
under foe pretext of ‘rational’ 
development means that many 
enterprises are monopolies.” 


Accordingly, “we wfH have 
adminis trative' methods 
bargaining between enterprises 
and the Government for a co«n- 
parativefy long period of time.” 

The current difficult eco- 
nomic situation Mr Geras- 
chenko ascribes to “the 
changes introduced In 1987, 
under the belief that if enter- 
prises were free to choosewhat 
to produce and 1 how to satisfy 
market demand, everything 
would work perfectly." Control 
over wages was then last. 

“There has been a Jot of.dter 
cussfon Of foe desfrabfllty of 
monetary reform, hi my opin- 
ion monetary reform win not 
solve the problem_”Mr Geras- 
chenko notes that monetary 
reform must affect foe bulk of 
ordinary savers. “Stone people 
in trade unions say. that a 
money reform would take 



Victor Oamdwnfco 

money from foe grey economy, 
but I do' not think ft would 
achieve this. The wealth of 
people engaged in the grey 
economy Is in durable goods.” 

Not foal 'Mir Geraschenko is 
any more enamoured of the 
Ministry of Finance's proposals 
for financing the fiscal deficit 
The Ministry of Finance is 
planning to issue up to 


CO-OPERATIVES 


Right reform at wrong time 


FOR President BBkhall 
Gorbachev and the radical 
economic reformers, 
co-operatives are a respectably 
Ladutet route to i pnrikat , ... , 

° C ^^^wbnCUw^ea»avrey j 

adopted in May l988 was * “ 1 
correspondingly radical. A*“ 
Mr Anders Astond notes in 
Ids study of economic reform 
in foe Soviet Union,*' “the law 
illustrates how much sarin: 
it is for Soviet communists 
to accept foe market than 
private ownership.” 
Unfortunately, fUs turned 
out to be a case of the right 
reform at foe wrong tone. 

At one lewd cooperatives - 
have been a success. Mr Victor 
Georgfyevfeh Rudenko, 
president of foe AB-Rusrian 
Onion at United Cooperat ive s 
and himself an ac tive 
p i ikljeiit, cites same 
Imp r essi ve statistics. In 
Leningrad, he says, there are 

now 7,089 co-operatives, 

employing 300,000. In foe - 
Russian Federal Republic as 
a whale co-oper ati ves employ 


more than lm, whUe tbeir 
turnover has soared from . 
about RbsJbn (£lbn at foe 
official exchange rate) In 1987 
:to RWOfcuJte !»*’:• 


' uiliimnt m'idf three founders ' 

is required, apart from foe 
permission <rf foe local 


for foe opportunity to earn 
• a higher income. 

“The labour pradncttvlty 
ofw ^mhcrep nO m 


nMrahyfrTBMh 
addition^ cooperatives have 
bean able to provUs services 


Co-operatives stick out like a sore thumb. 
They were Introduced Into an economy (and 
society) that has no leg itl mate piece tor thorn 


which provide . 
both xegtefratfam and 
i rnw n l iWB Qnce eetahltoh ed, 
foe business can be resold; 
it is property. 

' Additional westers can Jain, 
either as partners or under 
.a wage contract. People Uke 
Prafessot* Alexei. Sergeyev, 
an adviser to foe conservative 
United Workers Front, 
complain about the lack of 
Job security. But this to 
probably a small price to pay 


- in i e sta nrnttta and medical 
services, for example - find 
are either for better than state 
provision ear have no state 
equivalent at alL . 

The Ugh prices In 

co^per-Uvea do not Just afbet 
foreigners. Ordinary Setter ' 
ettteenasee hofofoeldgk .. 
prices and, by foeir standards, 


fimctLanaries, In particular, 
fori foe direct competition of 
co-operatives, ccmpteiiilng 


Tirrlnmcchine Etate SpA. 


LmSwr TMhnotaflr Ckoup 


rs* 5 ' t r 'i . , 


Italmacchine Plants, engineering and contracting company, member of 
the Leather Technology Group, leader in the leather, footwear and leather 
goods industry, with substantial participations in the major Kalian 
machinery manufacturers, is capable to offer to the Soviet Union: 

- Turn-key projects 

- Technical assistance and know-how 

- Machinery and equipment supply 

- Compensation trade 

- Buy-back agreements 

- joint-ventures establishment 

- Project financing 

The group and associated companies have secured in the last years to 
Soviet Union entities various projects, totalling over US$ 250 million, 
including: 

- a shoe components manufacturing turn-key project Moscow 

- rehabilitation of various tanneries throughout the country 

- joint-venture companies in Togliattigrad and Vitebsk 

Currently, our group promotes and is expected to finalize projects In the 
Soviet Union worth US$ 300 million approx^ to enter into force in the two 
coming years. 

For leather and footwear projects in the Soviet Union, please contact us: 

Kalmacchine Plants S-pJL 
Corso Magenta, 46 
20123 MILANO Italy 
Telephone: 2-801576 
Telefax: 2-8053607 
Telex: 334009 PLANTS I 

Att: Vito Curri, Sen. Engineer, Projects Director 


foot ‘TOHmndttvm will - 
damage tbe state sector, 
because they w ill siph on off ■ 
qvflla-tftl lt jmd Qm^ottc 
co-operatives and good 4 . 
Bpedallsts and introduce 
. m r r u iiy. mnHwit flrtn rtm ■ 
ffl0ralatinaqdura”(IZVestia, 
Watery 27 1988). 

Peoida moon about foe new 
“millionaires". As supply 
. conditions in state stems 
deteriorate - the inevitable 
consequence of foe 
Government's HiO nHnw f ^r 
polities and foecaflapos of ' 
wage dto dpMne I n state , ■ 

duIc^sk.ms co-operative* 
have became a natural 
sc ap eg oa t. Hem at least; Is 
■ cause in which party 

functionaries and woriters can 
unite. 

“We five b> tim te9BriMB, w 

wmip lahallr Ihi^awl m 

T ax ation is arbit ra ry. In 
Leningrad, be claims, it Is r - 
dHftenTt to register new 
m-operattvm and often 
ImposnlMs to obtain pnoisn. 
Trading and puretesiiig 
cooperatives axe not being 
regtetered at all In beta 
Len in gr a d and Moscow, wirite 
in Moscow m edfoa l 
co-operatives have been dosed 
down. In Uzbekistan aQ trade 
and p u rch a s i ng cooper a tives 
have been dosed down. 

It has been ash difHcQli 
for coteoattves to withdraw 
money from foeir own 
a ccot mta In state banks, says 
Mr Rudenko. They have even 
been pot under strong moral 
pressure to pay lower wages. 

In short, co-operative# stick 
outlite a sore thumb. They 
were introduced into an 
economy (and society) that 
lias no legi tim ate place for 
thou. They enjoy no stable 
legal ftamework and snffor 
foam aridtraxy taxation. They 
find it ahaost hnpossfide to 
obtain auppUes from, official ! 
sources and are ' 

cmrespondlnriy driven into 
tihe grey and filadr maricets. 

Expensive supplies must 


of sate. Yet huge profits can 
be made, given tiie scale of 
mwat dammrift. ttk w^ 
wonder that cooperatives are 
Ubdkd “proflteMS” and have 
become doady associated in 
foe public mind with foe Mack 
marketeers and gangsters on . 
whom they must often depend. 

Tbe woridoftiie - 


HdJert Catfo 22: as an alien 
imptentlnfoeSovletiliortage 
ectaMoiy, cooperatives most 
operate m the risky and 

expensive world of the grey ' 


inevitably high prices, the 
body jrinilc njeds than stfll 
more firmly. Hovering on the 
boundary between legality 
and fflegsHty, between 
-legitimacy and persecntlan,- - 
tiie state of foe cooperatives 
s ym b o l iiie i that of econoauic 
refocmitsrif. 

: Martin Wolf 
* Anders AsbmdL Gorbacheo’S 


o hfy 40 per emit of foe surplus 
.money would disappear as a 
result of the proposed reform." 

The government may resist 
the Idea, but “monetary reform 
to inevitable. The perintte that 
3040 per cent of foe population 
has no savings at aH They live 
..on the veage of poverty. When 
real demoaucy appears in this 
country, deputies from poor 
regions will be under great 
pressure to carry oat the 
reform and confiscate sorphm 
money. So we have to be ahead 
of events. 

“But once again we experi- 
ence stubborn resistance on 
the. part of the Party appara- 
tus. The fact is that foe money 
accumulated by members of 
the apparatus does not coxre- 
apond to the low waiarfap they 
have had all these years. They 


have atot of privileges which 

later turn Into money savings." 

The monopolisation of the 
econ omy to the most infract* 
Ue tar tenn problem, adtnttw 
Professor Popov. None the less, 
he retai ns a radical vision of 
foe fixture. 

Ultimately, he hopes, 20 pn 
cent of property will be in ram- 
ify hands, 80 per cent in the 
state sector and foe rest in var- 
loos collective forms, including 
share-holding and co-onera 
tfrea. 

Of the state sector only a 
third should remain in the 
hands of the central govern' 
meat, with the rest going to 
the republics. 

Professor Popov regrets the 
Mtnre of the newly^ntrodoced 
draft law- on property to 
include private property (other 
than family property). 

Once more, he blames the 
Party, ascribing the fofiure to 
tiie attack* upon private prop- 
erty at the plenary meeting of 
tbe Cammuzdst Party's Central 
Committee in February. 

Martin WoH 


Rbsfiobn (£60bn at foe official 
exchange rate) in Treasury 
Obligations in 199a The inter- 
est rate is to be S per cent and 
foe plan Is to start repayment 
in 1906. “Personally, I son not 
sure that this type of issue will 
work. I think the interest rate 
needs to be higher and the 
period shorter.” 

Mr Geraschenko’s favoured 

mwrtwvi nf wnalthw m eZCBSS 

liquidity — estimated by the 
State Bank at RbriSObn, below 
tbe BbslfiStm estimate of the 
State on Statistics 

— Is the of a* h nM *"g 
stock, not the sale of equity in 
enterprises (to which Us objec- 
tion is simply that there Is not 
enough private liquid wealth). 

Mr Geraschenko notes that 
“the exchange rate to unreal!®- 
tic. Of course many people in 
the Soviet Union say we need 
to make the rouble c onv er ti ble 
tomorrow , that this will solve 
all our probttaxns. But 1 think 
this Is ridiculous. Who wifi 
earn the dollars?" He also 
re ma rk s that “we need to mon- 
itor the whole external situa- 
tion. We need to be sure that 
we can repay." 

Mr Geraschenko warns flat 
foe Soviet Union “is fikafy to 
go through a certain period of 
dtfBenMy to control inflation-" 
The question la whether the 
economic reform and the ambi- 
tious hopes for an independent 
central fcwik and financial qyw 
tern will survive the shock, 

Martin Wolf 


SOVIET FAR EAST 


High hopes 



THE intourlBt Hotel in 
Khabarovsk, across tbe Amur 
River from the northern tip of 
Manchu ria In the Soviet tar 

East, was in early February fil- 
led with a mixture of Japanese, 
Chinese, Americans, and Kor- 
eans, from both North and 
South. 

This is to be expected, given 
the city's location. Yet it to 
none the less symbolic of what 
the Soviet government would 
like but has so for foiled to 
achieve - broad integration of 
the Soviet Par East with foe 
world's most dynamic eco- 
nomic region along the Pacific 

Blm. 

In this sense, the Soviet Far 
East to a promise that has 
never been fulfilled. It is a vast 
area equal in size to Australia 
and accounting fiar 27 per cent 
of Soviet territory. Yet it is 
sparsely populated and rich In 
natural res ou rces - timber, 
coal, aD and gas, and a host of 
minerals - that have never 
been fully developed. 

Big infrastructural projects 
to develop coal and gas exports 
to Japan were seriously dis- 
cussed more than SO years ago. 
but these fell pray to the chilly 
relations between Moscow and 
Washington, when Japanese 
companies declined to move 
forward without US backing. 

President Mikhail Gorbachev 
signalled a new thrust to 
develop tbe Far East In 1968, In 
his Vladivostock speech, where 
be called for closer ties with 
Asian nations. The speech was 
greeted with suspicion by the 
US other natimw of the 
Pacific, who feared expansion 
of Soviet naval and air power. 

Although fear of Soviet 
power has receded, and foe 
economic and trade climate 
has i mproved, hopes for rapid 
development of the Far East 
may still prove premature 
because of continued obstacles 
both domestically and with for- 
eign partners. 

A characteristically grand 
Rbs200bn investment pro- 
gramme by 2000 was fixed in 
I960, foUowim; Mr Gorbachev’s 
speech. Yet Mr Oleg Renxtn, an 
ecano mto t at tbe Far Eastern 
Branch of tbe Institute of Eco- 
nomic Research in Khaba- 
rovsk, says tiie programme to 
already in deficit and the 
investment figures have been 
cut 

Even so, aa Mr Ranrin points 
out. this is not necessarily 
sum a bod thing. As a less 


developed region, the Far East 
economy Is less distorted by 
the Soviet central planners* 
obsession with producer goods. 
Mr Gorbachev’s vision of Far 
East development emphasised 
raw materials and heavy 
industries, with provision of 
bousing, food and consumer 
goods a mere afterthought. 
There is at least a possibility 
that Far Eastern development, 
integrated with regional econo- 
mies, can be demand led and 
thus end op producing and 
trading far mare useful goods. 

The Far East bs not a low- 
cost operating base. Severe 
Arctic weather conditions 
affect most of the area, and 80 
per cent to in permafrost. This 
condition leads to water-logged 
surface condition in the sum- 
mer months, because of poor 
drainage, and prevents normal 
building construction, which 
could melt subsurface ice and 
cause subsidence. 

Labour recruitment and 


The Soviet Far East 
Is a promise that has 
never been fulfilled 


retention In the area has 
proved a persistent problem. 
Although wages are between 
40-200 ner cent higher than in 
central Russia, there to still lit- 
tle to be purchased. Hanging to 
in short supply and cultural 
amenities are austere. 

There are ambitious plans to 
expand electricity generating 
capacity in foe region from 
current levels of 40GW to 
110GW in tbe next 15 years. 
This would include a new 
nuclear plant, more large 
hydroelectric stations, a 
100MW tidal power station, a 
vast increase in gas-fuded gen- 
erators, as well as a GO per cent 
increase in coal burning, even 
though coal’s share of power 
generation Is to drop from 
from 90 per cent to 60 per cent 

It remains to be seen 
whether these plans are finan- 
cially or environmentally 
acceptable. Mr Anatoli Kolen- 
chenko, chairman of the 
recently-formed Khabarovsk 
Territory Committee of Nature 
Protection, which must now 
sign off on all new industrial 
developments, calls the local 
environmental situation 
“alarming.” 


The Fhr East has large gas 
deposits in Yakutia and on 
S akhalin fofontf . The Chinese 
have offered to build a pipeline 
from Yakutia into China at 
their own expense, which 
would allow production of 
more than 25bn cu m of gas a 
year. However, the protect has 
stalled because of doubts over 
how foe Chinese will pay for 
the gas. 

Similarly, the Sakhalin proj- 
ect for gas export to Japan to 
stalled. Although the Soviets 
have been told the Japanese do 
not need the gas, the more 
likely reason to that Tokyo will 
frown on a project of this scope 
until resolution of its territo- 
rial dispute with Moscow. This, 
Indeed, is inhibiting all Japa- 
nese companies, who have so 
for limited their involvement 
in the Far East to small-scale 
projects, such as fish or timber 
processi n g. 

Hyundai has become the 
first South Korean company to 
open an office in Nakhodka, 
foe seaport where a special 
p fflupmir Aon ? Is planned, and 
is expected to start exporting 
timber later this year. There is 
talk of a Khabarovsk-Seoul air 
link. North Korea to setting up 
a Joint venture to process gin- 
seng, while China has a joint 
venture restaurant, the Harbin, 
in the city. 

Two-way border trade with 
China in the Khabarovsk terri- 
tory doubled last year to 
RbsSOm, although there are 
doubts about future growth 
after tbe licence requirements 
were imposed on local enter- 
prises by the central govern- 
ment Total foreign trade far 
the territory rose from 
RbsSOQm to Rbs416m. 

The US Is also beginning to 
play a role. Flights to Anchor- 
age are being planned. A small 
US joint venture to operating 
which provides services to vis- 
iting businessmen. Mr Renrin 
speaks optimistically about the 
future: “We have been accumu- 
lating and have such a large 
package of projects that this 
potential will inevitably come 
into being:” 

Yet what has happened so 
for to really small potatoes and 
it remains to be semi whether 
Moscow will set conditions to 
make large-scale foreign 
involvement of the sort envi- 
sioned attractive. 

Steven Butter 


ThbqpxHxmc t j n c n t appears as a matter. ofnxord oafyi January 1990 

SOVBUTITAL 

A Soviet-Itatian Joint Venture advised by: 

Morgan Grenfell & Co. limited Moscow Nafrodoy Bank limited 

DM4KX00a000 

Project Financing 

to finance the offshore costs associated with the construction 
of a petrochemical facility for die production of butyl and 
halo-butyl rubbers at Tobolsk in the USSR. 


. . Anuogfcn 

Morgan Grenfell & Co. limited Moscow Narodny Bank Limited 
Istituto Bancatio San Paolo di Torino 

Provided by 

Moigan Grenfell & Co. Limited 
Istituto Bancario San Paolo di Torino (London Branch) 

Moscow Narodny Bank Limited 
Banca Popolare di Milano 
Donau Bank 

Banque Nationals de Puis KansalHs Banking Group Ost-West Handelsbank 

Cassa di Fl^pannio di Genova e Imperia 
Banca Agrkola Milanese Creditanstalt BanJcverein 


Morgan Grenfell & Co. limited 


(Wtaca, Hew York Corned 
VnfvettUy Press, 1989) 
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Banks’ role" trt^eomrou.nist demonology makes their reform sensitive, writes David Lascelles 

In search of greater financial discipline 



REFORM of the Soviet banking 
system is one of the key elements of 
President Mikhail Gorbachev's 
drive for greater efficiency. He 
wants banks to help to introduce 
proper credit disciplines into the 
Soviet economy. But the task is 
iwmwiBa , and the disciplines will 
only work if credit - like every- 
thing else - Is given a proper price. 

The reform is specially sensitive 
because of the high place that 
h anks have always occupied in com- 
munist demonology. The state appa- 
ratus Is also, loth to hand financing 
power over to the banks. None the 
less, change is afoot, and banking 
legislation wfll be proposed quite 
soon. 

“The aim is to introduce the clas- 
sical hanking structure of a market 
economy," says Mr Sergei Yegorov, 
the chairman of the Moscow Bank- 
ing Union, the trade association for 
independent banks in the capital. 

Traditionally, banking has been a 
state monopoly handled by Gas- 
bank, the state bank. Bat it was not 
banking in the western sense, more 
a machine for doling out state 
investments. Two years ago, moves 
began to break this monopoly and 
introduce commercial banking. 

Gosbank pulled out of the financ- 
ing business, handing over roost of 
its lending and other functions to 
five specialised banks. Agroprom- 
bank for agriculture; Zhilsotshank 
for municipal services, Promstroi 


Bank for Industrial construction, 
Sberbank for personal savings, and 
Vneshekonombank for international 
ba nking . 

At the same time, the establish- 
ment of independent banks was per- 
mitted, and these sprang up like 
mushrooms. Within 18 months, 
there were some 200 of them. They 
took three forms, socalled branch 
banks created and owned by large 
enterprises such as the automobile 
industry, co-operative banks, and 
innovation banks which are si mil a r 
to western venture capital banks. 

The hope is that .the specialist 
banks will play a big role in ginger- 
ing up the market by becoming uni- 
versal banks and competing among 
each other western-style. Some of 
them may even be converted into 
joint stock banks with corporate 
shareholders. 

But thus far their record has been 
disappointing. They have been 
accused of merely creating their 
own monopolies and adding even 
more bureaucracy to the banking 
system. And as far as Gosbank is 
concerned it represents a loss of 
monetary control because the hanks 
stm dole out huge amounts of loans 
according to ministerial diktat 
rather than applying proper credit 
judgments. 

“We have not achieved much that 
is positive with the banking reform 
so far," admits Mr Victor Geras- 
chenko, the chaiwnfliff of Gosbank 


Stato bankof the USSR 



yrho strongly favours radical 
changes. 

Sberbank with Its Rbs340tm 
deposit mountain is also scheduled 
to play a .more active role than in 
the past when it merely acted as a 
vacuum cleaner for savings to 
finance the go v e rn ment deficit . . 

However its 774)00 agencies are 
only to per cent automated, and its 
profitability is entirely at toe mercy 
of whatever interest rates the 
authorities choose to set Although 
it has joined Visa, its credit cards 


are virtually unusable in the Soviet 
Onion, and there Ore only four cash 
machines in the entire country. 
None the less, the laborious process 
of training staff for a new era has 
begun, and small numbers are 
befog sent abroad to leant file art of 
banking, .in places like London. 

The biggest changes have taken 
place in the commercial banking 
sector where several dozen new 
Hankg are now in business, 60 of 
them in Moscow alone. 

The more successful have' been 


able to take advantage of the enor- 
mous inefficiencies and distortions, 
of the state system to accumulate 
cheats and make good trading prof- 
its. 

For example, the Commercial 
Bank for Innovations hi Moscow 
reckons to provide a much wider 
.and foster service than any state 
bank, according to its dunmiari Mr 
Mikhail Khodorkovsky. He arbi- 
trages the Soviet Union's multiple 
deposit and internal currency mar- 
kets to achieve dealing spreads that 
would make any western banker’s', 
mouth water. 

Similarly, the Innovation Bank of 
Leningrad is able to raise deposits 
at 5-6 per cent and lend them out at 
10 per cent, according to Its deputy 
director, Mr Vladimir Pletnev, 
th ou gh jUde many jnew banks it also 
specialises in financing entrepre- 
neurs, and providing other services 
like leasing. 

The huge publicity which the 
commercial hanks have enjoyed has 
probably exaggerated their impor- 
tance. They still account for less • 
than 2 per cent of total banking 
assets, though Leningrad bankers 
pTaim to have 11 per cent of com- 
mercial assets in. their city. Atony of 
them have also been derided as 
“pocket banks" because of their 
incestuous' relationships with their 
owner/diente. 

On the other hand, they are 
encouraging grass roots entrepre- 


neurship, and fostering through 
,their. interbank activity the begin- 
nings of a rouble money, money 
market. '. 

But good times, will not be typical 
of life for commercial banks. At toe 
moment -they have little regulation 
or competition, and are also widely 
mistrusted for their inexperience 
and high loan charges. 

“Now, commercial banks are tak- 
ing the cream.” says. Mr Yegorov, 
“but they realist the golden times 
wfiL pass.” Last year they were also 
subjected to a 60 per cent tax rate 
which has made' them complain 
furiously of discrimination. 

The hew package of banking leg- 
islation wifi, come in two parts, one 
on the role of Gosbank and the 
other on the banking system itself. 
It will establish Gosbank as the 
Soviet central bank and supervisory 
authority, and will lay down capital 

requirements and other criteria for 
prudent hanking, such as compul- 
sory reserves. Auditing will also be 
tightened up. 

Mime controversial is likely to be 
its provisions for interest rate con- 
trol. The independent banks expect 
to have their freedom of action 
tightly curtailed by the law, particu- 
larly insofar as loan charges are 
concerned, though there may also 
be ceilings on deposits rates to pre- 
vent them competing too fiercely 
for binds against Sberbank. 

But dramatic though all these 



changes are compared with aahtfia 
as three years ago, there mug be 
doubts over how for banking reform 
can go without fundamental paral- 
lel reforms elsewhere m the Soviet 
economy- 

For instance, Agroprom, the agri- 
cultural bank, is carrying a huge 
portfolio of fanning loans on which 
it c an only charge 1 per cent If it 
bumped up its rates, a large propor- 
tion of its borrowers would proba- 
bly go bankrupt 

“This prevents us from introduc- 
ing- sound commercial banking on 
western lines tomorrow," says Mr 
Oleg Mozhalskov, chief of the cur- 
rency directory of Gosbank* who 
warns that the Finance Ministry 
win have to take over the burden of 
loan subsidies from the ba nkin g 
system if it is to do its job property. 

Whether all these changes will 
enable the Soviet Union to intro- 
duce an effective credit policy - 
the ultimate aim - remains to be 
seen. Gosbank will have to establish 
its independence from the Finance 
Ministry, interest rates will have to 
be set at realistic levels, and the 
whole Hanking system will have to 
be managed »nd supervised on com- 
mercial lines. 

At the moment, the Soviet Union 
is so for away from all these goals 
that the prospects look distant, to 
put it mildly. 


INTERNATIONAL BANKING 


Wary look at Aladdin’s cave 


TRADITIONALLY, the Soviet 
Union has always enjoyed a 
high standing in the interna- 
tional financial community: it 
paid its defats on time, and its 
huge natural wealth gave com- 
fort to Its creditors. But that is 
beginning to change. 

One reason is the predictable 
effect of the steady deteriora- 
tion in the economy. External 
debts are mounting and strains 
are beginning to appear in 
Moscow's hard currency 
accounts. But another reason 
Is the structural one of eco- 
nomic reform. Where borrow- 
ing was previously centred on 
Vneshtorgbank, the foreign 
trade bank it has now been 
dispersed among dozens of 
Soviet ministries and enter- 
prises, aS of which have to be 
separately assessed by foreign 
lenders. Even Vneshekonom- 
bank Vneshtorgbank’s succes- 
sor under the reforms, Is not 
backed by state guarantee. 

Fortunately for the Russians, 
their credit standing la suffi- 
ciently good to remain 
tin tinged by Third World-type 
worries. But the big question is 
just how much the Soviet 
Union will have to borrow to 
get Its ramshackle economy 
back into shape. Who will lend 
it this money, at what price? 

The Soviet debt is one area 
where glasnost has yet to pene- 
trate fully. No official figures 
are available. But a Moscow 
trade journal reported last Sep- 
tember that the gross hard cur- 
rency debt was equivalent to 
about $44.7bn at the beginning 
of 1989, and this is not denied 
by Soviet banking officials. 
Indeed, they admit it has gone 
up since then. 

This is not excessive for a 
country the size of Soviet 
Union, particularly since it has 
some offsetting deposits in 
western banks, and a large 
gold stock. More worrying is 
the annual servicing cost of 
Jlflbn at a time when the 
Soviet Union is running a hard 
currency trade deficit of more 
than $lbn a year. 

According to the OECD, the 
Soviet Union's ratio of net debt 
to hard currency exports 
exceeded 100 per cent for the 
first time last year. Western 
bankers report increasing inci- 
dents of delayed payments, and 


Soviet debt 



all Ihfajs pushing up the Rus- 
sians’ cost.. of money -fan the- 
market, wfthkproeds on Soviet . 
credits more thaw flynUkqg ' 
“The situation is becoming" 
quite tight," admits Mr Victor 
Geraschenko, the chairman of 
the State Bank partly because 
of additional grain purchases 
that have had to be made. But, 
he says, “the Council of Minis- 
ters is aware of the si tuat ion." 

On the other hand, the 
Soviet Union dearly does not, 
at this point at any rate, see its 
salvation in massive external 
borrowing. This was ruled out 
by Mr Nikolai Ryzhkov, the 
Prime Minister, in January 
when he said: “The govern-. 
ment is perfectly well aware of 
the heavy economic and politi- 
cal consequences of high -for- 
eign currency debts, and the 
debt, unfortunately, continues 
to grow." 

As for opening up the coun- 
try to direct foreign invest- 
ment - another possible solu- 
tion — that remains beyond 
the political pale. -Mr Ivan Iva- 
nov. deputy chairman of the 
State Committee on Foreign 
Economic Relations, which 
oversees the entire foreign 
trade system, says: “There are 
still very strong philosophical 
objections to that, to say noth- 
ing of technical obstacles. Let’s 
wait and see." 

For all these reasons, the 
role of western finance is 


expected to remain rather lim- 
ited in the foreseeable future - 
. Moscow’s ./^ strong ^foreign 
'' banking community k focus- 
ing on financing opportunities 
for very w spedfic projects, pref- 
erably those with some kind of 
foreign currency generating 
content, while the Russians 
themselves wants more deals 
with nonrecourse finance. 

The decentralisation of for- 
eign trade has been a compli- 
cating factor for foreign bank- 
ers, who have been cautious 
about dealing with unfamiliar 
entities -whose credit standing 
is unclear. “We would have to 
look very carefully at the new 
banks," says Mr Richard Cole, 
the Midland Bank’s representa- 
tive in Moscow. The w estern 
governments’ official export' 
credit agenriesare also having 
to decide whether to extend 
their guarantees to new names. 
So far only three, the 
Italian and Spanish, are. 
so on a regular basis. 

Vneshekonombank, which 
regulates the foreign borrow- 
ings of Soviet ent erpr ises, has 
beat cautious about loosening 
the reins, knowing that decen- 
tralisation can quickly lead to 
matters getting out of control 
— as happened in China dur- 
ing the reforms in the mid- 
1980s. 

So fax, according to Mr Alex- 
ander Kolpakov. a general 
manager at the hank it ha« 


only licensed 49 enterprises 
from thousands of applications.. 
And all those are required to 
make it plain to creditors 
that they have no state guaran- 
tees. “We have to be very cau- 
tious because of the inexperi- 
ence of these enterprises,” he 
says. On the other hand,, the 
fact . that they have been 
licensed is itself a comfort 
because it means. they have 
official Soviet approval. 

Foreign borrowing rights are 
also being withheld 'from the 

Email new rammarriaT - hanhi 

which are springing up around 
the country, many of them 
foiling to get involved in hard 
currency business. “None of 
them are equipped to deal in 
International markets," says 
mr Kolpakov. “Even we have a 
sho rtage of qualified staff.” 

For many enterprises, the 
only way to obtain currency is 
..through tbe official auctions. 
But so for cmly two of these 
have been held, and. tbepartl&- 
pants have hem limited to. the 
more Important state-owned 
e nte r pr i se s with the result 
fire amount of currency traded 
has been tiny. Although many 
experts are saying file auctions 
should be opened up, Vneshe- 
konombank seems wary - of 
making them too big tdo 
quickly. 

One innovation was the cre- 
ation last year of a new bank, 
Moscow international Bank as 
a joint venture between Vne- 
shekonombank and six west- 
ern banks. Although not yet up 
and running, the new bank 
will have borrowing rights and 
could become another impor- 
tant source of Soviet finance. 

. Eventually, the Soviet Union 
w fH get round to applying for 
membership of the Interna- 
tional Monetary Fund, and. fid- 
lowing that the World Bank. 
Talks are only at the initial 
stage, but Soviet offldah are 
already Indicating that their 
motives are not simply to lay 
their hands on large new 
sources of finance. “If we Join 
thel-IHF it will not be to -open 
up an Aladdin’s cave but to 
import external discipline," 
says Mr Geraschenko at the. 
State Bank. 

David Lascelles 



WHO'S INVESTING 
ROUND THE CLOCK IN RUSSIA? 


Although Time Products has had 
trading links with Russia for 
nearly thirty years, this is our ■ 
first joint venture. 

Chasprom controls virtually • 
all Soviet watch production. 

Our joint aim is to 
develop the Russian 
watch industry. 

Time Products’ will 
supply and install new 
plant 

■We'll provide design and 
technical expertise. 

We'll add distribution, marketing 
and advertising to build quality 
brands that will satisfy the 


enormous demand for Western- 
styled watches, in Comecon 
countries and throughout the 
world. 

Wfe already have exclusive rights 
to sell Russian watches in the 
UK, many of which are sold 
under our Sekonda name. 

This joint venture gives us 
worldwide exclusivity on the 
sale of all watches made on the 
new equipment. 

It is an ideal partnership. 

We look forward confidently to 
the next thirty 
years. 


A joint venture between MGO Chasprom 
& Time Products pic 



Interview: Bakhytbek Bgiseitov of Centerbank, Alma Ata 

The spirit of enterprise 


TWO YEARS ago Mr 
Bakhytbek Baiseitov was an 
nfltrini fa Gos ba nk In Kazakhs- 
tan. Then along came the 
banking reforms, and be Imme- 
diately seized the o pp ort u nity 
to become founder and presi- 
dent of the Alma Ata Central 
Co-operative. Bank, or Center- 
bank asit prefers to be known. 
; Today, he is one of the 
Soviet Union’s hanking entre- 
: preneurs. Youthful, dynamic, 
be is typical of the small but 
resourceful breed of young 
businessmen who have sprung 
out of the Soviet state machine 
at the merest hint of liberalisa- 
tion. Operating from cramped 
offices in the c api tal, 

he bustles around town in vans 
and jeeps, drumming up busi- 
ness, keeping customers 
happy, watching out for deals 
“The spirit of enterprise fa 
.very strong," he says. “Many 
people want to do ft, but the 
opportu ni t ies are very small” 

in. a cream nprset. a xne state. 


banking system is so ineffi- 
cient that enterprise managers' 
are thankful to switch their 
business to Centerbank even 
though its charges are high. 
And there are so many distor- 
tions in the system that bar- 
gains abound for those with a 
sharp eye. 

On the oHipy hand. Center- 
bank is still at the mercy of the 
state system for regulation; 
money transfers an< ^ taxation, 
all of which cramp its style. 
Also, the unpopularity of the 
co-operative sector to which 
two thirds of the bank’s clients 
belong casts an element of 
uncertainty over the business. 

Centerbank was registered 
in September 1988 and by last 
month had gro wn to have own 
funds of Rbs2.4m and total 
assets of Rbs45m. It has about 
600 clients and employs 38 peo- 
’ pie.. Its clients include organi- 
sations hke Universal, a two- 
year old repair services co-op-, 
eratlve^ and a new testaifram 
’ iifirt a iniinp inKbteart cuisine. 


Although it provides stan- 
dard banking services such as 
deposit-taking, lending and 
money transfers, Centerbank 
makes more than half its 
money from fee-generating 
business, such as advising on 
and financing joint ventures, 
consulting, and providing tax 
accounting services. 

. It also' plays a v ent ur e capi- 
tal role. Thus far it has 
invested about Rbslm in six 
enterprises in auto repair, veg- 
etable nannlng j tnn riKra, foot- 
ball. trading and construction. 
Mr Baiseitov says he is also In 
the process of negotiating a 
joint venture hi the advertising 
business with a German com- 
pany. 

To what extent Centerbank 
employs financial disciplines 
that would recognisable to cap- 
italists is hard to judge. Mr 
Baiseitoy htmg»lf admits that 
expertise Is file one commodity 
he finds, in shortest supply in . 
try&g btffid the' busfnes$_ ■/" 
‘He < make& hBT credit deci- 


sions by classifying would-be 
borrowers in three ways: those 
whose credit standing is 
unquestioned either because of 
their strong backing or sound 
management, those which he 
knows less well but who still 
enjoy a good reputation, and 
those of donbtfUl standing. 
This la a for from perfect sys- 
tem, and he acknowledges that 
Centerbank already has some 
had credits. “But we are a ven- 
ture business,” he says. 

Mr Baiseitov is, not surpris- 
ingly, an enthusiast for eco- 
nomic reform. “We need proper 
relationships between enter- 
prises, and with the right mea- 
sures the Soviet economy 
could make a big jump for- 
ward," he says. But as a mem- 
ber of the Communist Party he 
also wants to see safeguards. 
"We need reform to stimulate 
private enterprise, but «lsn a 
tax system that redistributes 
the wealth that Is created.” 

- David Lascelles 


ROY MILES 

GALLERY 

Europe’s leading dealer 
of Russian Art, buying 
direct from the USSR.. 

I 

facts * 

29 BRUTON STREET, LONDON, Wl 
Telephone 01-495 4747, Fax 01-495 0232 
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Separates 
the facts. 



; If you want : 
to participate 
in 

perestroika 

Vneshstroykomplex 
will help you! 

Vneshstroykomplex 

is a bus i ness association, a new economic 
organization bom of economic reforms In the 
USSR. Its activity covers construction and the 
manufacture of building materials 

Vneshstroykomplex 

unites 85 design and construction companies, 
bunding material and transportation 
concerns. They axe potential customers anil 
reliable partners for various joint construction 
and modification projects in the social and 
economic development of Siberia, the Soviet 
Far East; the Northern and Southern- regions 
of the Soviet Union. 

Vneshstroykomplex 

is your potential partner in: 

■ exports, imports and barter, deals . 

■ leasing of machinery and equipment 

■ industrial cooperation 
1 * j oint ventures . ' 


19/21 5 th. St. Yamskogo Polya 
XZ 51 Z 4 , Moscow, USSR 
/telex: ' 411740 .. .VSK.' / 
telefax: ZS 0 - 37-91 


From the 
friction. 



BemordlMef’ East Europe 
IS UNIQUE 

Unique partners 

h Mescm SeAMUou teen* into* krSfittmSb&s (VTOS) rffe Soria 
-Jad^US(kmaodStlaemabaURamdibf6barUltmgeaie^Sdtaut 
: IlKdkUapthaxmhrpnMnotkgCOmOHpitfa 
bfakBamlKridansdlaaiaa^Mxvrm^tnimUttnMixemal 

Unique services 

fo M gj MB tewia^;kbteawtead«lteailCOflBaMBea attta 

. JopnanfeHtemi mtried. sent natal 

te Mtomteriiidr am bated b: 

Meami;9 Prated W - Id Octftbm, JZ73BMhook Td . : M3435. ft* ; B5-7BBK 
ha: IBnctoBx, 75m Pam. H ; (l) &UX25. fti ; (1) imSL36. 

» : (70) 

87 S&SI Ha: ( 703 ) 5Z8-75JA 

IOa^ Zm^ »» Avnck St : 53f I7N. Ai ; 55^IM£ 

HMMRDKRICF CONSULTANTS 

BP IBM7- 7538 tons CatezffZ 



A Soviet- Austrian Joint Venture 


INTERUNIS 

modern laser 

spectroscope systems 

• davrinpaftnd msnnlacfanei them? 
systems in accordance with the 
costome/a specific requirements 

• designs new and adapts standard 
* programmes fertile systems. . 

‘ • sets up and undertakes aftereaks 

servicing of scteftfi&e instruments 
and m edical equi pm en t in the 
1 . USSR supplied by foreign firms 

• fulfils orders for research, - 

elaborates spectral and optical 
me as urem ent procedures and 
computer-proce s sing of 
experimental results 



INTCBUNIS 
Z* Kirova St BKU- 4 , 
P.O. Bax 583 
lfilOOO, Moscow, USSR 
ToL 923-56-04; 923-52-78. 


1 provides consulting; marketing and 
other business services 
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l SOVIET UNION 13 ; INDUSTRY 


Industry must choose between obeying the ministries or the market, writes- Charles Leadbeater 

Enterprises torn between two masters 



SOVIET Industrial .enterprises are 
caught between the ministries and 
the market as they enter the 1990s. 

A transformation of the states 
and performance of Soviet indus- 
trial amalgamations has h«m at 
heart of economic reform since 1987. 
In the past three years joint ven- 
tures have been encouraged to 
bring in foreign - manag ement and 
technology. Co-operatives are 
allowed to operate tike quasi-private 
companies. Bat the centre-piece has 
been self financing at lumbering 
state enterprises to give than more 
responsibility for their performance 

fynri 

For instance in Belarussia only 
two of the 20 joint ventures signed 
have started production. Coopera- 
tives contribute only 0.5 per cent of 
the industrial output of state enter- 


Oross industrial output 

By major branches (Annul change) . 


mw*&**&* 

V//A>A.V.V^ . . Ml 

ratai mmi?. . u-jk/;!*.': 



Cost accounting is claimed to free 
the state from paying subsidies and 
to rave enterprises limited commer- 
cial freedom. They can engage 
directly in foreign markets without 
going through foreign trade organi- 
sations. They can dispose of output 
in excess of the planned require- 
ments, at negotiated prices. The 
weakening strictures of the plan 
should gradually mix with the 
incentives and disciplines of the 
market. 

But this attempt to pursue eco- 


AS THE Soviet Union bubbles with 
new ideas for reviving Its economy, 
few float more frequently to the sur- 
face than a securities market. But 
how realistic is that in a country 
where ownership is so firmly in 
state hands? On the other band, few 
events would more dramatically 
highlight the country’s determina- 
tion to rfianp than the re-opening 
of the Moscow Stock Bnhnw. 

There are certainly few ideologi- 
cal objections to the idea: the gov- 
ernment seems broadly in favour. 
The obstacles lie more in the 
immensity of the task of economic 

r pfrrrm, pnrtiwilariy in th w pricing 
nf Bnaiwial aflSd B «n<i th» wifaihHgk . 
ment of ownership rights. 

Advocates of a securities market 
are to be found at the hi ghest levels 
in the K«tmHn. Professor Nikolai 
Petrakov, President Mikhail Gorba- 
chev’s personal Armwmfe adviser, 
argues that all state property 
ahnnid be transformed into share- 
holder property and traded on a 
stock exchange. Only that way, he 
thinks, «in the Soviet Union's 
investment process become truly 
efficient. 

“This ahanghnhfer form of prop- 
erty will make It possible toKberaL- 


sonde reform through a grass roods, 
transformation of Soviet industry * 
has to he set in its wider economic 
context Three Soviet ecoanprfes are 

affp f ted hv the wfn niiiL 

First, there is the privileged 
planned economy. Defence, ship- 
building and machine tools, for: 
hwfaHPw have a special stains in 
the planning system. The state 
closely controls' these sectors main- . 
♦ahriwg a degree of order pM effi- 
ciency. 

Second, the ordinary planned 
economy is a mixture at pl a nnin g, 
marirwhi ami barter. Plans are. often, 
changed ad hoc and depend largely 


an bartering between en ter pr i ses 
mid ministries. It is com m onplace 
for enterprises to data supplies 
well in excess of what they need. 
Skorahod, the Leningrad shoe amai- 


apace, almost as much -as its mam 
production area, to accommodate 
six months of stock in some Hues 
because supplies are so uncertain. 

But over-estimating supplies 
serves another purpose. For the 
third Soviet .economy is a purely 
barter economy, in which supplies 
are paid for in ktod rafter than 
wit h money. It is independent, unre- 
gulated, impiwwtwrf and unac- 


counted for *by state statistics. 

This grey economy erienaa from 
the black market into the state seo- 
tor in which, for instance, metal has 
become a currency. 1 Vast invento- 
ries cf metal are used to trade with 
other wit o m rinm to urocute scarce 
supplies. En terpri ses are also 

i f * WQtkSIS 

with services In kind, housing, cars, 
holidays and dhSd care, rather than 
roubles which cannot be spent. 

A hose part of the Soviet econ- 
omy is Hire a quad-medieval econ- 
omy, based on exchang e of goods in 
kind, in an inefficient market, 
which operate s without publicised 


prices. It is run by powerful indus- 
trial flefdcms, rather than central 

Steamas. 

What progress has cost account- 
ing made in reforming both the 
planned and bartered economy? 

Cost accounting is commonplace, 
with managers proud^proSSj^ 
that they receive no subsidy from 
the state. But It falls well short at 
independence. Most output and sup- 
plies are set by state orders, which 
Hmtt how y purcfr enterprises can pro- 
duce. In sectors with acute con- 
sumer shortages state orders are 
likely to be increasingly important 

Self flrumetng is largely just a 


SECURITIES MARKET 


Capital idea wins support 


fee the investment: process whub fe 
highly centralised and jrigtd," he 


Another advocate is Mr Victor 

Ro raa-twnln /■T ui hu m m f thw ftafai 

Bank. “Why should private individ- 
uals not be able to buy shares in 
companies?” he asks. To those who 
w o rr y about the polarisation dr rich 
and poor, he points out that even in 
the US, the proportion of mummed 
to total personal income is only 17 
per cent and falling. “Most 
Americans have their wealth in. 
their houses, not in shares,” be 
says. 

Hi e case for a s ec uri ties 
fe twofold. From the paint of view of 
the enterprises, their transforma- 
tion into joint stock companies (far- 
which a draft law fe bring prepared) 

w mlH r riw ftgrp thrfr independence 

from ce ntral con trol and., hopefully, 
sharply iupruyc thpjK 


They would have to weigh the cost 
of finance, and deliver value to 
♦lyir shareholders. 

A securities market would also 
play an important port .in reshap- 
ing the Soviet economy's price 
structure, which fe why. some spe- 
cialists bebcrve it is more im port ant 

Advocates of. a securities 
market are to be found 
• at the highest levels In 
the Kremlin 

than trying to yn»fc» the rouble con- 
vertible. 

■ From foe investors' point of view, 
a market would give them some- 
where to put money which cur- 
rently' sits idle in the State.Savtogs 
Bapk. adding to inflationary pres- 
sures. More than that, shares could 


also be used to provide employees 
with much-needed incentives to 
take an interest in their work. . 

But bow would it be done? Could 
the ftknfa* state en ter pri ses he pri- 
vatised, UX-style? The names of 
Aeroflot and In tourist, both hard 
currency earners; have been 
suggested as possible starters. 

But the truth fe that few Soviet 
companie s are presently ripe far pri- 
vatisation. One nwitor party nfflrfwi 
even suggests tint at least 20 per 
cent of them are technically bank- 
rupt, and a greater proportion 
would not be able to survive the 
rigours of fife free financial market 

Even if mnipimiBii did not issue 
pure equity to start with, a stock 
market could be launched with 
them issuing debt securities. To this 
could be added trading in the grow- 
ing stream of bands which the gov- 
ernment fe being forced to issue to 


flnimrfl Its budget So the 

foundations of a *n»r\u>± could be 
created quite quickly. 

Mr Petrakov sees an important 
XOkt fbr new wmiwiBTri^l hnnfca 
here. He says they could act like 
western Investment banks, arrang- 
ing iim-iiiifi— jii gnM bringing 
tO wirlMfc , and fhoq tra d in g in tlywi 

to provide liquidity. Other people, 
though, point to the possfhle con- 
flicts for hmiw who have 

credit relationships with their cli- 
ents. Mr Vladimir Milovidov, a 
financial services specialist at the 
Institute of World Economy and 
International Relations, says the 
Soviet Union have to intro- 
duce. a U&style GlasaSteagall Act 
to keep investment pnwmwfai 
banking apart 

But mention of the words stock 
market is bound to send shivers 
down spines shaped by 70 years of. 
communism. Mr Anatoli MUyukov, 
the deputy heed of the Communist 
Party's social and economic depart- 
ment, «wd a securities market advo- 
cate, says: “The party must make 
clear this d o e s not «i«ni a 
return to ine-revrintionary days." 


DavM 


bookkeeping exercise, as the costs 
and revenues which are being rec- 
onciled are so distorted. Prices nei- 
ther reflect the costs of production, 
the balance of supply and demand 
nor world market prices. The 
accounts of self-financing enter- 
prises are a labyrinth of hidden sub- 
sidies. 

Enterprises freed from the 
embrace of the organisations which 
monopolised foreign trade are rush- 
ing into tire export market to earn 
hard currency. To prevent this 
exacerbating shortages in the 
market state is limit 
tag rights to conduct foreign trade. 
The Moscow Number One Watch 
Factory, which exports 80 per cent 
of its output, claims to be com- 
pletely independent of the state. It 
estimates It could sell 200,000 
watches a year in West Germany. 
But the state limits it to half that. 

Reform has also disrupted long 
established supply chains, leaving 
some plants hanging in the air. 
Given the incentive of keeping more 
of their profit many consumer 
goods piwwt* have acted as rational 
monopolists, switching to higher 
margin, more expensive lines. There 
are reports at plants simply resist- 
ing state orders so they can sell as 
much as possible into a domestic 
market beset by shortages. 

s*>if by disrupting lines 

of authority which kept relations 
between enterprises in ramshackle 
order, has provoked increasing 
faiiiiMtirifli conflict, between enter- 
prises, their customers «nd minis- 
tries. Viewed from industry, reform 
fe p»ynHany about how the monop- 
olies which dominate the economy 
will be controlled and who will con- 
trol them- Managers are keen to 
win as much control as possible. 

Cost Arffnnwttog seems to have 
created a dynamic for managers to 
start taking a more active, commer- 
cial approach to their enterprises. 

But ti™ prnnmAririaliantinn fe lim- 


ited. Managers’ support for different 
sorts of markets varies. 

Cushioned by acute shortages in 
the domestic market, they want the 
freedom to set prices. Without that 
the incentive to invest and inno- 
vate, which has received a limited 
R timnia tion with cost-accounting, 
will remain miniscule. But lurking 
within most enterprises is the 
threat of a massive leap in the price 
level. Most believe prices would at 
least double without state price con- 
trols. 

Most managers also want a 
labour market, to allow redundan- 
cies and more pay flexibility, as the 
disciplinary foundation for improv- 
ing productivity and quality. But 
few are ready for the consequences: 
most enterprises say they could get 
rid of between 20 per cent and 30 
per cent of their workforce. 

They also want more freedom to 
sell into foreign markets. But few 
understand what it would mean to 
be integrated into an internat ion al 
division of labour or to meet shift- 
ing r*ong,rmpT- demands. 

Finally, enterprises are as luke- 
warm about a capital market, in 
which shareholders would exert dis- 
cipline over managers, as they are 
about ministerial control. They 
want negative freedom from the 
state, rather than the positive free- 
dom to become private property 
owners. 

Given the years of stagnation and 
the economic jungle enterprises 
operate in, it is amazing how much 
some have achieved. In some areas 
- defence, watches, some textiles 
and machine tools - the Soviet 
Union can matr-h world levels. It 
has a strong body of engineers, edu- 
cation is linked to industry and 
there is little if any cultural bias 
against working in Industry. At 
some enterprises there is a genuine 
desire to use self financing to 
improve performance. 

Within the domestic economy 
Industrial flefdoms are being 
formed around large enterprises. A 
plant's prosperity will depend on 
joining a survival network of power- 
ful enterprises. The other escape 
route is to climb onto islands of 
economic efficiency, formed around 
foreign capital, with links to inter- 
national markets. These could offer 
some protection from the sea of eco- 
nomic disorder which is developing 
around thpm. 

Reform has set off a process of 
fragmentation and disintegration 
within the industrial economy, 
without yet offering a new market 
basis on which relationships might 
be reconstructed,- discipline 
enforced, incentives provided and 
efficiency increased. 


“The COMECON 

must fit into 
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* MSkJos Nemeth. Prime Mnrioer of Hnn^ry, January 1990 



B rave new Eastern Europe has offered a challenge to the West: to build again. But as 
fledgling new democracies struggle to emerge, the realities of the task are daunting. 
In this new political landscape, doing business in Eastern Europe remains as complex. 
Companies looking to penetrate these markets need hard information on where the 
opportunities fie, how joint ventures and free-standing enterprises can be formed, who are 
the key contacts, and so on* 

Oux Eastern European specialists — based in Vienna, London and within Eastern Europe 
itself, the largest, oldest established and most professional team of its type — have this 
information. 

You can have it in precisely the form you need it! 

Business publications and newsletters; trading manuals and'Cduntry Reports; conferences 
ppd training seminars; customised research and sectoral reports. 

Write today, or call Vivienne Goldsmith or AJastair Hbrst on (London) 441-493 6711 for a 
copy of our information pack detailing how you can access this unique resource. 


IN EASTERN EUROPE 
OPPORTUNITY KNOCKS 


ONE DANK 
HAS ALREADY 
OPENED THE DOOR 


The Economist 
Intelligence Unit 


Business 


r” Tor- Vivienne Goldsmith or Alastair Him, MarketmgDepaitment, 

I Business International, 40 Duke Street, London W1A IDW, UK 

Please send me more details on the facts and analysis you offer on market 
1 opportunities m tire ifewly emerging democracies of Eastern Europe. 


Ulnternational M 


6L0BJU, BUSINESS MRMMT1M AND ADVICE 

Members of The Economist Group 
Please mail or fox to: 

Business International Limited, 
40 Duke Street, 

London W1A IDW 
Tel: (441)-493 6711. 

Telefax (441M91 2107 


Company. 
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Telephone No/Fax No_ 
Countries/ Areas of into 


With the recent developments in 
Eastern Europe creating new trade 
opportunities, no other bank is better 
placed to opei doors for you than the 
Moscow Narodny Bank. 

Established in 1919, this Soviet- 
owned bank has developed a team of 
hlghfy-skrfted professionals, both 
Soviet and British. With 70 years’ 
experience behind us, nobody can offer 
greater expertise in identifying, and 
gaining access to, these important and 
dynamic markets. 

With opportunity knocking loudly, 
you'll find one door fe already open to 
you. The Moscow Narodny Bank. 


Moscow Narodny Bank lid, 81 Gng William Street, 
London BC4P 4JS. Tel: 01-623 2066. 

Fax: 01-283 4840. Telex: 88540L SWIFT: MNBLGB2L 


m 
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PA Box 3883, Singapore 9058LTd: 2209422. 

Fax: 225 0140. Telex: General RS 21726. 
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Charles Leadbeater ori a consumer goods crisis which shows no sign of abating 


Perestroika passes over the shops 


MR YURI Aphinogenov 
just about had enough. 

It vas Friday afternoon and 
the deputy director of Gostinyi 
Dvor, the largest department 
store in Leningrad, was 
exhausted from another week 
in what he describes as the 
Soviet Union's consumer goods 
war. “The clients treat us like 
the enemy,” he says. 

Mr Aphinogenov and the 

3,000 staff who wo A in the 275 
year-old store on Nevsky Pros- 
pect, the main shopping street, 
are at . the sharp end of the 
extensive consumer goods 
shortages. The shortages axe 
not merely an economic prob- 
lem, they are vital to political 
stability. 

Any government’s legiti- 
macy depends on satisfying 
consumers by delivering rising 
real incomes an( i standards of 
living. In the Soviet Union real 
incomes have risen but the 
standard of living is widely 
perceived to have fallen under 
perestroika, because produc- 
tion has failed woefully to keep 
pace with demand. Only those 
with unlimited access to hard 
currency can escape the crisis. 
Everyone lives within the con- 
fines of its stifling grip. 

All the elements which have 
produced the consumer goods 
crisis are manifest through 
Gostinyi Dvoris arcades. Every- 
day 260,000 people tramp along 
Gostinyi Dvor’s 18th century 
floorboards in search of prod- 
ucts. But only between a third 
and a half buy anything. Mr 
Aphinogenov says: “The rest 
just look. It is mtMwdng because 
there is practically nothing to 
look at Everything is sold as 
soon as it comes in.” 

This demand is the product 
of strong wage rises in recent 
years, with the move to enter- 
prise cost accounting which 
has allowed managers more 
discretion over pay. Professor 
Andrei Orlov, deputy chairman 
of the USSR state commission 
for economic re for m, estimates 
that there are as little as 
RbsOlB worth of goods per rou- 
ble in circulation. In the first 
half of last year money 
incomes rose by 2L1 per cent 
while consumer goods produc- 
tion rose by 5.6 per cent 
The shortages are alarming. 
The Gostinyi Dvor television 
shop, which was full of prod- 
ucts in 1978, now opens for just 
two hours a day because there 
is nothing to seD. Mr Aphino- 
genov says: “Last year we sold 

15,000 televisions, we could 
have sold 150,000.” He says 
shoes, clothes, children’s wear 
and all electrical goods are 
always in short supply. 

A recent official survey 
found that only 106 of 988 sta- 
ple goods were in regular sup- 
ply. Is September last year 
retailers were short of orders 
worth Rbs8.4bn, including 
large quantities of washing 
machines, vacuum cleaners, 
fridges and wallpaper. 

One cause is the chronic - 
underinvestment in the light 
industry, the mum consumer 
good sector. Although it pro- 
duces 14 pen: cent of Industrial 
output and about 37 per cent of 
consumer goods, it only 
accounts for 4 per cent of the 
asset base rtf Soviet industry. 


Price comparisons 



To correct this, investment la 
being doubled to 1995 with the 
aim of almost tripling con- 
sumer goods production by the 
mid of the decade. 

But investment is only part 
of the problem. Mr Aphinoge- 
nov says: “Perestroika simply 
has not happened. Prices have 
gone up, quantities have gone 
down and quality has not 
improved at aU.” 

The move to self-financing at 
manufacturing enterprises has 
severely disrupted supply 
chains to retailers. Profit seek- 
ing enterprises have rejected 
state orders for unprofitable 
production worth at least 
Rbs9bn. Clo thing manufactur- 
ers are switching from unprof- 
itable lines far old people and 
children to more expensive 
goods to tap the great reser- 
voirs of unspent roubles. In the 
first half of 1988 the price of 
some new products and goods 
traded at contractural prices 
went up by at least 50 per cent. 

Quality has also deteriorated 
under perestroika. In 1985 

209.000 - Soviet washing 
machines were repaired under 
guarantee. In 1988 the number 
rose to 369,000. In the same 
period the number of tape 
recorders repaired under guar- 


antee rose from 931,000 to 
1.19m, about one fifth of 
aimnai production. Some goods 
are of such low quality they 
cannot be sold even with wide- 
spread shortages. Mr Aphino- 
genov says: “With glasnost 
people have become more 
aware of western standards so 
they have become more 
choosy.” 

One of the favoured cures for 
state enterprises’ poor produc- 
tion volumes and quality 
merely exacerbates the public 
shortage of goods. It is virtu- 
ally impossible to motivate 
workers to produce more by 
paying them more roubles, 
which they know are virtually 
worthless because there is 
nothing to buy. Most state 
enterprises are now offering to 
short circuit the consumer 
market for their workers by 
providing *h«iw with preferen- 
tial access to consumer goods 
at factory shops. Passage, a 
store which stands opposite 
Gostinyi Dvor, has started tak- 
ing its new products direct to 
its supplier factories in an 
effort to persuade workers to 
produce above planned levels. 

Other elements at the eco- 
nomic reform s have m ade little 
impact an the shortages. On 
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Tony Andrews 

Waiting game: Long queues and empty shelves are a common 
Site at many Moscow stores. Shop managers complain that 
they are “treated Uke the enemy” by angry cu st omers 


joint ventures Mr Aphinogenov 
says: “Even when they are set 
up joint ventures will not want 
to supply state. shops like this, 
they will want to sell through 
their own exclusive hard cur- 
rency outlets.” 

Co-operatives contribute 
about Rbs30m to Gostinyi 
Dvor’s Rbs450m a year turn- 
over. But they too have their 
problems according to Mr 
Aphinogenov: “Their products 
are more fashionable but their 
prices are high and because 
they use the same equipment 
and raw materials as State 
enterprises their quality is atm 
very low." 

The government has 


embarked on a programme of 
converting defence and heavy 
industry production, to con- 
, sinner goods. These plants are 
' meant to produce consumer 
goods equivalent in value to 
the amount they pay their 
workers in wages. This year 
defence conversion is meant to 
contribute RbslSbn to a 
Rbs48bn increase in consumer 
goods production. 

However, defence conversion 
faces considerable obstacles. In 
particular many enterprises 
which have- been used to hefty 
research budgets and healthy 
profits from a cosy relationship, 
with the defence ministries, 
are unwilling to risk lower 


A glimpse of what’s in store 


PASSAGE, one of Leningrad’s 
largest clothing shops, offers 
a glimpse of what might be 
in stare far the Soviet 
consumer If reform is 
successful. 

tJkt its near neighbour 
Gostinyi Dvor it suffers sharp 
shortages. Mr Gennady Serov, 
the director said: “Last year 
we sold Rbs40m worth off 
shoes, we could have sold 
Rbs400m worth at twice the 
price." 

But while Gostinyi Dvor 
is a state shop. Passage was 
the first Leningrad retailer 
to move to self-financing. The 
difference this independence 
has made to Passage's 
ambitions is striking. White 
Gostinyi Dvor’s management 
sees little altern ativ e to 
labouring under pressure from 
consumers, ministries and 
monopolistic suppliers, 
passage plans to transform 
retailing. 


Passage washout in 1848 
as an elegant, arched arcade. 
Mr Serov wants to return it 
to its former dory and 
exclusive social position, 
providing high quality goods 
as prices to match. The arcade 
will be tefUrblslied for the 
first time for scons of yean, 

and decked with palms. 

In April the management 
will receive a report which. 
«h«iH lead to the store’s ■ 
computerisation by the end 
off next year. At the moment, 
in common with most Soviet 
enterprises, everything is done 
an paper. 

The management is 
discussing possible 
manufacturing joint ventures 
to stimulate production of 
Ugh quality goods and to earn 
hard currency from exports 
with which it could Import 
foreign goods. These will be 
sold at a special hard currency 
store it plans to open. 


It is entering barter deals 
with foreign suppHers trading 
goods such as watches, lace 
and linen which can be sold 
abroad. 

- It also plans to set up a mall 
order shop In the store to 
allow costumers to purchase 
foreign goods through 
Passage. The hard currency 
profit win be recycled to 

provide mare foreign goods 

directly. 

A “commercial shop” will 
be opened where goods in 
short supply would be bought 
from suppliers and sold to 
customers at unregulated 
market prices. 

Mr 1 Serov also wants to end 
the Soviet system, of three 
queues per product which 
farces a customer to queue 
to choose an item, move to 
a second queue to pay far It 
and then return to the original 
queue to pick up the parctese. 
Already 54 per cent of 


Passage’s sales are through 
self service. 

Mr Serov says: “Ihe queuing 
system is archaic. But 
unfortunately the store Is 
designed for that system. H * 
we did away with it in one 
fell swoop we simply conld r ,*,v 
not maintain security l” ■ ■- •• 

However, even Passage 
holds out little prospect of a 
speedy improvement in 
customer service. 

Mr Serov says: “When 
customers are baying far 
goods and they treat you as 
scapegoats fin the consumer 
goods shortages it is very 
difficult to provide any decent 
service. 

“Service will only improve 
when the shortages end and 
there is more choice, then 
people may need service and 
our staff will have the chance 
to provide It." 


glove to siphon off goods 
before they get to the shops. 


Charles Leadbeater 


before they get to the shops. 
The move to self financing at 
manufacturing . enterprises 
moans that people reHant on 
cheap, low profit margin goods, 
such as children and pension- 
ers, will lose oat 

Co-operatives are vilified. far 
icbm^Bg^higbf prices, fee filling 
the Tnbst profitable r gape hr dn: 
economy dominated by monop- 
olists. State enterprises are 
attempting to buy and barter 
their wayout of the market to 
provide their workers with 
scarce goods.' People carrying 
bags from joint venture shops 
are eyed with envy and resent- 
ment. 

Lenin’s great slogan far the 
Bolsheviks was socialism is 
soviet democracy plus electrifi- 
cation. if perestroika is to suc- 
ceed its slogan will have to be: 
socialism Is soviets plus televi- 
sions . ..cars, fridges, micro- 
waves,, stereos, videos and 
almost every' conceivable item 
off clothing. • 
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MANAGEMENT 


returns from making frott inks 
squeezers. Even though they 
have the cushion of working in 
a sellers market, many defence 
plants have found the switch 
to developing consumer prodr 
' nets extremely difficult Offi- 
cials admit that at plants 
conversion has been a disaster. 

In large part the state’s 
response to the crisis has been 
to hack away from economic 
reform and recentralise control 
in an' effort to kick start con- 
sumer goods ■ production. 
Moves towards self-financing 
have been curtailed. In some 
sectors to restrain wage and 
price rises. 

State control certainly, looms 
large in Mr' Aphlnogenov’s 
work. Theoretically he can buy 
goods at wholesale markets. 
But as everything is In short 
supply they are distributed by 
ministries. Mr Aphinogenov 
says: “We are handcuffed. 
Because the consumer goods 
situation is so tense everyone 
wants to control us, ' the peo- 
ple’s control, committee, the 
workers’ control committee, 
the trade union, the police, the 
Leningrad soviet, the minis- 
tries of retail trade.” Three 
times a day. the store is 
checked to make sure it is pro- 
viding free clothes to refugees 
from Azerbaijan. 

The Soviet consumer goods 
shortages, which have become 
more intense in the past five 
years, are socially and politi- 
cally explosive. The consumer 1 
goods market is like an enor- 
mous centrifuge. The incessant 
search, for goods, which disap- 
pear as soon as they are put on 
sale, is creating powerful pres- 
sures for social disintegration 
as people take Increasingly', 
desperate measures to protect ; 
their supplies: 

.The Leningrad authorities 1 
recently imposed a ban on all 
non-residents baying large 
quantities of goods in the city. 
Belornssia, which produces 
large quantities of the Soviet 
Union’s fridges and televisions, 
wants to keep all the growth in 
output over the next few years 
for the republic’s residents. 

Everyone believes the black 
marketeers, the. party and the 
retailers are working hand in 


In the steps of 
Mr Lee lacocca 


IF ECONOMIC reform is to 
succeed it will have to nuture 
constituencies of support not 
merely in the party and among 
awutemie economists, but amid 
the economy’s grass roots. The 
attitude and skills of Soviet 
enterprise managers will be a 
vital factor. Is management a 
force for restructuring or an 
obstacle to it ? 

Management as it would be 
recognised in the West hard!; 
exists in the Soviet Union. It 
has been partly p o l i tica l , deal- 
ing with ministries and local 
party officials; and partly 
administrative, implementing 
derirS ior w made higher up and 
very technically biased - most 
enterprise directors are engi- 
neers. Running an enterprise 
has been about making things 
work, within state controlled 
parameters. 

Mr Nikolai Nikolsky, direc- 
tor of the recently formed inde- 
pendent Moscow Management 
School, says the most impor- 
tant complex Soviet managers 
suffer from is a tear of taking 
independent decisions. He 
says: “Our task Is not to 
impart a vast body of know- 
ledge. It is to change attitudes, 
to show them how they can 
guide a plant full of people, 
solve a range of problems, take 
independent Initiatives to lead 
the enterprise rather than 
respond to orders from above/* 

Soviet managers seem eager 
far change. Mr Alexander Sam- 
sonov, director of the First 
Moscow Watch Factory and 
regarded as a conservative 
member of the Supreme Soviet, 
said: “We want freedom from 
an arbitrary interference from 
the state and a reasonable 
levied of taxation. The manage- 
ment philosophy 1 favour is Mr 
Lee Iacocca’s.” 

They want freedom to 
expand export markets and 
prices to be set by the market 
They show no dislike for the 
profit motive. Mr Tesor Match- 
flaky, director of the Associa- 
tion of Business Co-operation 
commented: “Working for 
profit is far easier than living 
with tiie current reality.” 

There is a widespread desire 
■for a labour market which 
would be the foundation for 
improving labour discipline, 
productivity and quality. Mr 
Nikolai Posysaev, head of for- 
eign economic relations at the 
giant Skorahod shoe manufac- 
turing amalgamation, said: 
/"Workers .know that if they are 
dismissed then can get : aaatUer 
job at the same rate of pay. We 
still cannot pay enough to peo- 
ple who put in good work. 
Without a labour market we 
will not have a mechanism to 
improve quality.” 

On the face of it perestroika 
has unlocked managers* ambi- 
tions to develop their enter- 
prises. Growing contact with 
foreign companies is opening 
new ideas about product devel- 
opment, technology and work- 
ing practices. Whatever hap- 
pens in debates about 
economic reform at the top 
seems to have created the 
beginnings of a managerial 
dynamic at the bottom. 


Charles Leadbeater 
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But the desire for freedom is 
sot necessarily reformist. For 
what is going on in Soviet 
industry is a struggle to work 
out how and who will control 
its monopolies. It is quite natu- 
ral off monopolies to want as 
much freedom as possible to 
set their prices and output 

So while most managers sup- 
port the market in general 
they are hazy about the role 
that private property and a 
capital market might play in 
enforcing managerial effi- 
ciency if state control - is dis- 
banded. 

Even leasing enterprises 
from the state is problematic. 
Mr Yuri Chemichkin, deputy 
director of the Source brewery 
in Minsk, said: “We have to be 
very careful about leasing. Tax 
rates would have to come 
down considerably for it to be 
profitable, and we still rely on 
the ministries to help organise 
our supplies." 

In such a monopolised econ- 
omy marketing and advertising 
are still largely unknown and 
distrusted. One British com- 
pany got some of its Soviet 
partners together to discuss 
how to market and advertise a 
new product. The general view 
was that if a product needed 
advertising it was not very 
good. If it was good it would 
sell anyway. The group decided 
they would form an association 
of USSR producers. “What is 
the point of that?” asked the 
British manager. “To stop any- 
one else making the product,” 
came the reply. 

Management education has 
started to respond to rising 
demand for new skills. Mr 
Nikolsky’s school is one of 
about 100 which have sprung 
up across the USSR. It is tar- 
geted at managers under 35 
years old who could be plant 
directors. It receives seven 
applicants for each of the 144 
piaww available a year. Rank 
place costs RbsS/MO. 

The state system, in which 
enterprises have a strong rede, 
is also changing. Hie Institute 
of Economic Science in Minsk , 
which teaches 5,000 foil-time 
and 6.500 part-time students a 
year for future jobs in enter- 
prise Tnarmgpm«mf him intro- 
duced courses on international 
economics and electronics. 

Leninist ideology still runs a 
deep course through manage- 
ment Even the latest Soviet 
management text books start 
with Marx and. end with rous- 
ing denunciations of bourgeois 
economists’ criticisms off the 
Soviet price system. 

Mr Ivan Lemachevsky, the 
young head of economics at 
the Minsk institute, explained 
that in spite of the changes the 
goal was still to prepare man- 
agers for a socialist economy. 
“It is an economy free from 
bureaucrats, exploitation, 
unearned income and labour 
alienation. The goals of 1917 
are still relevant. We have to 
develop our own way, what- 
ever variant develops will be 
based on the Leninist heri- 
tage." 
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acoj In the realms of a fairy-tale A tough transition 
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ICR STEPHAN PacMkov, the 
director of the Paragraph com- 
puter software joint ve n tur e la 
Moscow, hassome advice foe 
foreign investors. "They should, 
all read Lewis Carroll,” he 
says. “This economy Is like 
Alice in Wonderland-* 

Many oftbejoint ventures 
which have been formed over 
the past two years are more 
like entrepreneurial fairy tales 
than Industrial realties. 

Joint ventures, a key ele- 
ment in the economic reform 
programme, are meant to give 
Soviet enterprises access to the 
management expertise and 

technology of capitalist econo- 
mies, to boost exports and ease 
industry’s integration into the 
international economy. The 
policy commands the support 

Of tecHwonr atja tihff Mr Nikolai 

Ryzhkov, the Prime Minister, 
as well as full-blown reformers, 
partly because it is- not new. 

The question hanging ova: 
joint ve nture s Is whether they 
can go beyond the traditional 
approach, in which western 
management technology 
were to be adapted in the name 
of perfecting sodaHsm. Soviet 
enterprises need deeper rela- 
tionships with foreign partners 
not just to fill in the technolog- 
ical gaps in their products and 
processes, but also to move 
from formal self-financing to a 
more thorough going commer- 
cialisation of their operations. 
The economy needs well rooted 
joint v ent ur es because without 

Himii its rote in thft interim. 

tional Industrial division of 
labour wCl remain largely con- 
fined to raw materials and low 
valued added floo ds 

The results of legislation 
since 1987 have not been 
impressive. According to the 
Association of Business Coop- 
eration in Moscow, which 
organises joint ventures for a 
group of large Soviet enter- 
prises, about 6 per cent of the 
1^200 joint v entures registered 
are operating. About half of 
these are export oriented but 
many are simply legalised 
import-export operations. 

Mr Yegor Matchilsky, the 
association's director general 
commented: “What have joint 
ventures brought us T A lew 
shoes, hut that is about it" 

As yet joint ventures form a 
very thin ring around the core 
of an economy which remains 
largely isolated. H they are to 
revitalise industry they will 
have to succeed at enterprises 


such as Skorahod, which runs 
the largest shoe factory in east*, 
era Europe, ft has signedfive. 
joint ven t ure s, with six more, 
under- negotiation in an effort 
to improve its much lamented 
record for poor quality. 

ff joint vestures are to help 
improve the. performance of 
the core they will have to. 
achieve- a double integration. 
First they will have to find a 
place -within the - fTitprmttfonul ' 
market and its division of 
labour. Seeond, they win have, 
to be integrated into the rested 
the Soviet economy. At the 
moment conflicting atm» and 
cultures. Inconsistent legisla- 
tion and ancertainttesover the 
rep atriati on of profits, make it 

difficult , to achieve both. . . 

Mr Matchilsky said: “Foreign 
investors mainly want to sell 
into: the domestic market, hut 


between the Ministry of Mer- 
chant Marh» and ICL, the Brit- 
ish computer manufacturer, 
the problems are hot anim- 
ated by the Soviet side. - 
Mr Tyurin said: “Western 
managers do hot trust their 
Soviet partners. They are just 
to for the short tern to make a 


MCS b an unequal partner- 
ship he says because ICL 
makes a profit from final sales 
Jnthe Soviet Union but also on 
the- price it charges MGS to 


oped market ICL thinks it can 
am its old technology here for 
a handsome price. But we 
could buy the elements of tills 
ICL .computer in South Korea 
st bait the price. The British 
partner has to dreg? its imperial 


Many Joint ventures formed In the past two 
years are more Hke entrepreneurial fairy 
tales than Industrial ^realMae . * 


the g ov er nm ent want s to push 
them towards exports.. How- 
ever, it is difficult to export to 
world levels using Soviet 
ea moment and suunUes.* 

Even if a joint venture 
wanted to use Soviet suppliers 
there is a problem. 'Then: free- 
dom from the system of state 
orders also means that they 
have no guarantees of supplies 
in an economy where the tur- 
bulence of reform is disrupting 
already creaking . supply 
rbfliwa Nor do they have the 
right to s efl- through Soviet 
shops- Thns joint ventures usu- 
ally sell through their own 
exclusive outlets. 

So joint ventures are encour- 
aged not to integrate with the 
rest of the economy but to 
establish little Industrial 
islands protected from, the sea 
of inefficiency and state con- 
trols around them. 

Mr Nikolai Poaysaev, Skora- 
hod’s head of foreign economic- 
relations, says the develop- 
ment of joint ventures has.put 
managers under strain: “Three 
years ago we did not do any of 
this. It has required a .Iot of 
training. Managers’ horizons 
have opened up but we still 
have problems to overcome." 

But accor din g to . Mr Vladi- 
mir Tynrin; general director of 
MGS, a comp ute r assembly and 
distribution joint venture 


attitude or it will find tide rela- 
tionship will reach a dead 
end. 1 ! . 

Mr Matchilsky concurred : 
"Many foreigners have not 
cqme. up with the investment 
they promised. Quito a lot' of 
companies -want a stake in 
what to going on without 
h wn m t h if imy tnmg Jn.it* 

To avoid this companies Hke 
Paragraph, the Moscow soft- 
ware house created dx months . 


ago, have sought a partner, 
which. would provide start up 
fimtifa mih marketing to the 
West bat little else. : 

However, establishing an 
international software house 
without a co nve tU Me rouble to 
easier said than dime. Hie 
impressive team of soft w a re 
authors Mr Pachikov has 

MMnnMwf w mTH all hfl Mrnlwy . 

thousands of roubles a mouth 
ae frafhin«ft preg nmutoi •™p- 
p lying Moscow’s software 
black market. 

t Motivating -them requires 
paying them in hard currency. 
But tint to net allowed. So Mr 
Pachikoy has had to devise two 
•financial conjuring tricks to 
reward his staff. The r ™ T1 p nw y 
has opened . a corporate 
account for each nroKrammer. 
into which it- pays 20-40 per 
cent of .Paragraph's export 
earnings. ~ 

-• When the a ccount acc nmu- 


totes more than 88,000 Para- 
graph gives the pro g ra mmer a 
company Mastercard which he 
can use at Moscow’s hard cur- 
rency shops and restaurants. 
When the programmer goes 
abroad he to given the money 
from the account When he 

declares it to the cmrtn rnn on 

htototorn it becomes his per- 
sonal property. 

Kompan, a Leningrad per- 
sonal computer joint venture, 
has" achieved a d eg r ee of in tar - 
• nationalisation which to 
astounding given ft«» isolation- 
ist traditions of Soviet indus- 
try. Jt is one of the best exam- 
ples of how joint ventures 
coffkl promote the modernisa- 
tion of Soviet industry. 

Jt was created at the end of 
3968 by an agreement between 
the Academy of Sciences a nd a 
West German marirwHng com- 
pany, ICF, which provided 
■tot up capital of Rba63 > 000. 
Last year turnover per 
employee was $500,000 and this 
year it will build a Sl-5m 
assembly plant where 38 work- 
era could produce 80400 com- 
puters a year, raising proflt- 
atohty by 45 per cent • - 

-fr ventures lika IT a mpan axe 

to become more common 
aflumg traditional Soviet enter- 
prises. at least three changes 
will be needed. They are: 
■Western Industrialists expect 
i wide ranging review of joint 
vent u res this spring which 
could lead to a dear out of 
those where promised invest- 
ment has not inatoHallMH 
Industrialists expect this 
review, which will embrace tax 
and accountancy, may also 
Btart a shift away towards 
allowing foreigners to invest 
directly iixto Soviet enterprises. 
■ Legislation, which has 
largely been based on some- 
times vague and Inrongfaton t 
decrees by Council of Ministers 
needs, to be rationalised and 

I mk I ran lrffinlllt i"** S 1w 

tiie Supreme Soviet to provide i 
more stability. 

■Joint ventu re s axe not a sub- 
stitute for wider economic, 
reform. They cannot be trans- 
planted iwtn an industrial sys- 
tem which works to a com- I 
pletety rtiythm. Hwy | 


will, lonly bring benefits to 
Soviet industry if the economic 


Soviet industry tf the economic 
system is opened up to them 
through further market ori- 
ented 
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Vienna is a hocfitkxial cenhu for B^st-Wesi irada As a neural state in the heart of Europe 
we have d os e cultural and economic ties to Ead and West You should take advantage of 
these contacts if you want successful East-West transactions. RZB-AUSTRIA is the -bank 
that has all the necessary quafifioafbns: along with its trading house E 1 Bsner & Ox, i 
offers * co untertrad ing tr an sactions * dissolution of ccMjnferpunfiosJng 
obligations * Individual trade fin anc in g, inducting 6 forfait pwdvue of 
receivables, as wd os * sp oody and wn o ti l l i settlement of payment 
transadhons* 


RAIFFEISEN ZENTKALBANK 
dSTERREICH AO 
RZB -AUSTRIA 


A- 1030 Vienna Am 5todtpak.9, 07T707-0 
*Mex 06989. Swiff Code: RZBA AT WW 


RZB-AUSTRIA, LONDON BRANCH: 36-38 BOTOLPH.LANE, 
LONDON EC3R 8DE, Tel 929 2288, Pax: 623 1250 


London New Hong Kong, Shgapore, 
MSan, Progue and Zoridt 


THE EXAMPLE of Poland's 
Solidarity has bean begmUng 
but m n f hsfng. ft is the excep- 
tion among trade union move- 
ments to the deeommunising 
communist world: niq» 

it has happened atoce, nor to 

ttlraTy tn. 

Indeed, even to Poland, Soli- 
darity has not replaced the 
wTtt/Yn movement, 
OPZZ. The latter claims 6m 
members to Solidarity's 2 m, 
Elsewhere the "Slrifi nnlnnf 
are finding new leaderships, 
adopting newly confrontation- 
tot attitudes to w a r d s the s**to 
and enterprise management 
and employing new rhetoric. 

But they are not in any seri- 
ous way hetog eroded by “tree" 
imton movements. 'Hie redone 
look like one of the instru- 
ments of the old regime which 
can metamorphose into an 
interest group within the new, 
to part because they can 
express, and are already 
expressing, a working class dis- 
trustfulness of the intelligen- 
tsia and pro-marketeers who 
mi In iTiii wiili i ship of chang e 

The Soviet AH Union C ounci l 
of Trade Unions (AUCTU), 
with 142m members in 32 
branch irnlrmw, an foroane of 
Bbs4bn a year and formally the 
most powerful union move- 
ment In the world, will be part 
of this scheme of things. It has 
tiie organisation, resources and 
experience to make tiie transi- 
tion from a body which trans- 
mitted wunwtpMnerrf: and party 
orders and provided social 
security, holiday and other 
benefits, to one which will 
habitually occupy the labour 
dib of a negotiating table. 

The shift will not be smooth, 
awl xebdHans are already evi- 
dent. But the AUCTU is 
unlikely to lose a commanding 
place within the working dags, 
even if it will increasingly 
have to adapt its structure and 
reflexes in order to coopt those 
among tiie workers who win 
challenge this or that part of 
“the system”, initially from the 
outside. 

That to the task on which it 
is now engaged. The miners’ 
strikes of last year threw up a 
naw leader ship manag ed 

to wr es t from toe gover nm ent 
huge concessions. Some of 
these leaders will, later this 
year, assume the leading posts 
in tiie official union of miners. 

Yet the miners were not toe 
first. In 1988, the fishermen’s 
union had objected that the 


conditions of work of their 
members celled for a new 
approach. The unkm sacked its 
old «nri demanded 

more autonomy. Now, the lug- 
gage handlers want indepen- 
dence from the air workers 
union. 

Aa the AUCTtTs structure 
moves to accommodate new 
pressures from below, so it 
seeks to absorb the new pres- 
sures from above. From its 
Sixth Plenum in 1987, the 
nwim twit been formally com- 
mitted to independence from 
the Soviet state and the Com- 
munist Party. Now, as the 
party strips itself of exclusive 
power, it begins to look about 
for bargaining partners other 
than the Party. 

' Mr Yegor Tureens is deputy 
head of toe AUCTU’s interna- 
tional department. He is one of 
the many youngish men you 
now meet about Moscow, 
clever, relativist to their views, 
dispassionate; a little like a 
policy analyst to New York or 
Paris, right down to the bar- 
bels tucked beneath his desk. 
This is his view: “We are get- 


ting closer and closer to tradi- 
tional unions of the western 
typ& We must see what these 
parties offer from the point of 
view of workers. 

“We can go along with much 
of what perestroika offers. If 
perestroika is the democratisa- 
tion of society, including Indus-* 
trial democracy, and Is for 
more freedoms based on collec- 
tive freedoms, then we are for 
it 

“Perestroika also means 
hard weak. But other aspects 
look threatening - the empha- 
sis on profits, for example, 
could mean a new Taylorism 
(disciplined repetitive labour) 
with no redress or control. We 
think the co-operatives will 
sooner or later have too go for 
profit maximisation, which 
will mean cuts in the now high 
salaries and a worsening of 
conditions. And they are not 
eras taxed properly!” 

Already, the unions are 
fighting on “issues” in a way 
they have not, or have not had 
to, before. Last month, a raise 
in the cost to enterprises of 
diesel fuel sparked off threats 


of strike as unions feared that 
the extra costs to the plants 
would come out of their mem- 
bers’ wages funds. 

The Finance Ministry backed 
down and promised to compen- 
sate the enterprises for the 
price rises one for oue. It 
showed, again, how timorous 
thi« government is on chat 
longing workforces - espe- 
cially so soon before the repub- 
lican elections- But that is toe 
effect of democracy, on both 


Indeed, the unions' emer- 
gence as a “conservative” — 
that is, anti-market - force to 
society Is wholly to be expec- 
ted. It is not surprising that 
Soviet unions should, as 
democracy tries to take root, 
hecfl iP" other union move- 
ments. They should now take 
i«» ycnn« from the British Trade 
Union Congress and (in the 
case (tf the unofficial leader- 
ships) the American AFL-CIO; 
ami they should try to bully 
governments and enterprises 
(who must learn to bully back). 


John Lloyd 


Making labour work 


THK q nnlfty n n«M vtrHnn 

of labour is one of the most 

wn tw nli* Mill 

problems feeing the Soviet 
economy. 

lilr w-faw nf (hi» dfhHjM im 

First Moscow Watch Factory, 
attributes much of the 68 per 
cent Increase to labour 
productivity in toe past three 
years to a rehnposition of old 
fwM nq i a lntuffir HhdpHiMi. 

But much remains to be done. 

"Our people want hard 
currency but they do not 
understand what it means to 

tolling *n fliB i ntenmfinitMl 

market. It needs a complete 
revolution in their 
consciousness. The wain thing 
is just getting staff to work 
harder,” he says. 

In same areas productivity 
gains have to be won by 
reducing the industrial 
woxkforee. to Beknrasala, for 
instance, industrial output 
has grown by 30 per cent in 
the past five years. For the 
first time this has been 
achieved with a decline in the 
industrial workforce of about 
5 per cent 


However, there remains 
considerable disguised 
unemployment in toe 
economy. En ter pri se managers 
generally say they could get 
rid of between 20 per cent and 
30 per cent of their workforce. 

Most Soviet managers 
believe it will be impossible 
to tostm more discipline, 
increase productivity and 
im p ro v e quality without a 
labour market. 

But Mr Samsonov warned: 
“Our state has always 
provided for people. Now they 
are informed that their 
prospects are their own 
responsibility. People know 
tout if we start to work Hke 
a western company there win 
to irai»m pteyin« nit aYM * *h»y 
wffi not like it.” 

In spite of high-level 
criticism of “wage-levelling" 
and some early experiments, 
pay flexibility and 
dif fer entials limi ted. 

Pay is stiH set around 
C m traUtOd un rma, ultfinng h 
in recent years works 
collectives have been pushing 
managers to use the limited 

afil MliMiirin gtn 


raise pay. This has partly 
fuelled the strong Increase 


fuelled the strong increases 
in real earnings which have 
exacerbated the consumer 
goods shortages. 

Bonuses linked to plan 
fulfilment are an 
Institutionalised part (tf the 
system which seen to have 
tittle impact on motivation. 
Joint ventures and 
co-operatives, which have 
more flexible pay scales, are 
whittling away at the system. 
Managers (tf state enterprises 
complain that co-operatives 
have poached skilled staff, 
most of whom go because of 
the prospect of making 
healthy profits. 

Thp mmrf gj gn iflam t p ^ |||n p 
of recast years Is the way 
enterprises have extended 
their role as providers of 
consumer goods and sodal 
services for their staff Under 
sett-financing, enterprises 
have been allowed to set up 


funds, with which they 
purchase goods and services 
for their staff 


Charles Lssdbeoter 
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MASTERKEY TO TURKEY: 


GARANTI BANK 


Garanti Bank continues to play a leading role in the banking activities 
accompanying Turkey's foreign trade. Garanti’s clients enjoy the benefits 
of Garanti’s wide range of international services. But what’s a bonus is 
Garanti’s ability to adapt itself to its clients' needs 


offering alternative approaches, 
if necessary, to meet their 


demands. And that is one of 


the reasons why, in a sector of 


62 banks; Garanti has main- 


tained its former share of 13 % of 


Turkey’s hard currency business 


volume in 1989 as well. If you want 


to work with a bank that can open 



doors for you in the complex international market, trust Garanti with its 

.. .. ^ _ . P ! te YOU CAN BANK ON 

all-around services as your trade connection to Turkey. GARANTI 
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BELARUS TRACTOR PLANT 



Slow starter 


A BITING wind was driving 
enow into the faces of the 
workers hurrying from the 
Belarus tractor plant in Minsk, 
hi the gathering twilight they 
trudged through the slush, 
leapt over enormous pools of 
muddy water In the plant's pot- 
holed roads, and dodged trac- 
tors ferrying parts between 
assembly limw- if this was the 
industrial vanguard of peres- 
troika it looked bedraggled and 
dispirited. 

For economic reform to suc- 
ceed it has to be driven by 
engines of industrial efficiency. 
Judging by the Belarus pla nt , a 
classic Soviet factory, the 
industrial engines are ageing, 
cumbersome guzzlers of mate- 
rials which are in constant 
danger of overheating. 

The Belarus amalgamation, 
which was built in 1946 during 
tbe post war reconstruction of 
Minsk after tbe Nazi occupa- 
tion which destroyed 80 per 
cent of the city, is a case study 
in the problems facing indus- 
trial modernisation. Judged by 
its yardstick very little has yet 
changed in the heart of Soviet 
industry and it will take sev- 
eral years of painful and costly 
restructuring to revitalise it. 

The senior management 
team regards the reforms of 
the past few years with a mea- 
sure of complacent confidence. 
Mr Georgi Katskevich, deputy 
director for commercial rela- 
tions, candidly admits which a 
smile and a shrug: M The 
reforms have had very little 
impact on our operations.” 

The managers say the plant 
has been self-financing since 
1978, freed from a lot of 
detailed state involvement in 
its affairs, enjoys strong export 
demand for its tractors and is 
committed to constant modern- 


isation. Yet nothing Is ever 
quite as it seems at a Soviet 
factory. 

Belarus is one of the monop- 
olies which dominate the econ- 
omy. It Is the only tractor man- 
ufacturer in Belorossia and it 
has a virtual monopoly in the 
USSR for tbe class of tractors 
it makes. Although it is self 
fhmwring the state is deeply 
involved in its activities. State 
farms are obliged to buy its 
tractors, hi spite of the Soviet 
Union’s prodigious production 
of about 600,000 tractors a year, 
the management at Belarus 
estimate demand at twice that 
level 

This combination of mono- 
polisation and consumer short- 
ages creates an enormous 
obstacle to economic reform. 
Working within the security of 
a sellers market there is no 
c o m petitiv e pressure on Bela- 
rus to improve efficiency. The 
only pressure comes frmn the 
state. So withwng h self-financ- 
ing is meant to bring more 
freedom in foreign trade, the 
plant’s exports are limited to 
23 pa cent of the IOOjOOO trac- 
tors it makes a year. 

Belarus is an old fashioned 
manufacturer. Most western 
companies now concentrate on 
excelling at designing and 
assembling manufactured 
goods, concentrating their 
activities on a small range of 
core technologies. Belarus 
makes tractors from start to 
finish. In the name of econo- 
mies of it iradg rta kgg an 

array of activities, which west- 
ern companies would contract 
oat. The division of labour 
between enterprises is so 
under developed and ram- 
shackle that Soviet factories 
are usually over st retched and 
unwieldy. 


There have been some moves 
towards simplifying its com- 
plex web of activities. Its 
engine plant was recently spun 
off to form a separate enter- 
prise. Yet Mr Michael Kori n, 
clink, the chief of the economic 
department, estimates the 
workforce of 25,000 could be 
cut fry 30 per cent if the plant 
sub-contracted everything it 
tvwd not do itself 
The threat of large scale 
redundancies also limits the 



MACHINE TOOLS 


An ill-equipped hub 


yiiii ■-*: J 


plant’s integration into the 
international division of 
labour. It is in discussions with 
Perkins, the wi gfao manufac- 
turer, over a joint venture. 

The management says work-, 
ing practices are converging 
with the West. There is meant 
to be complete flexibility 
around the plant It is aiming 
to create two grades of mnlti- 
skilled maintenance workers. 
In the past four years produc- 
tion has increased by 18 per 
cent entirely through higher 

productivity. 

Managers that in the 
past three years there have 
been the first signs of labour 
unrest. One manager candidly 
admitted: “With oar union set 
up it is relatively easy to 
dampen unrest. Who knows 
what would happen if we had 
an independent union like 
western plants.” 

During a decade in which 
west e rn tractors makers have 
shed thousands of workers, 
employment at Belarus has 
declined by only 600 In the past 
four years. Like most Soviet 
factories there are a lot of peo- 
ple around. The 20,000 produc- 
tion staff work in a three-shift 
system to allow 24-hour a day 
production. Western automo- 
tive companies are only just 
at t e mp tin g to introduce round 


zm£i 




The Donnaah 


equipment ma chinery factory In 


the clock working In the West 
the in fa g rt inq is to make ertorv . 
sive use of hi g hl y capital inten- 
sive plants. At Belarus the' aim 
is just to keep pumping out 
tractors in an effort to. over- 
come Shortages. 

The relentless drive for 
quantity mati><| it difficult to 
ensure quality. Quality is con-' 
trolled by statistical process 
control at t he »*™i at «w**?h sub- 
assembly, whereas in western 
facto ries i t is increasingly 
being written into production 
workers' jobs. - ... 


PLANAR 


Industry’s rough cut gem 


The Planar scientific and 
production amalgamation in 
Minsk, which develops and 
produces sophisticated 
machine tools is one of tbe 
rough cut gems of the Soviet 
economy. 

It suffers many of the prob- 
lems which afflict most Soviet 
enterprises, primarily that 
commands from the more thm 
10 ministries it deals with cot 
afcrora the management's fledg- 
ling strategy for Independence. 
But beneath that lies an enter- 
prise with considerable poten- 
tial 

AH of Planar's output, and 50 
per cent of its research is done 
to state orders and sold at 
pices which the state keeps at 
between a half and a third of 
world market levels. Planar’s 
heavy spending on research 
and development, which 
accounts for about 15 per cent 
of its turnover, has been 
financed by the state rather 
than recouped in the price of 
its products. Thus all Planar’s 
customers have been getting a 
disguised state subsidy in the 
price they pay for its 

machines. 

Its move to self financing 
this year will only be success- 


ful if Its prices are allowed to 
reflect the true costs of produc- 
tion. ■ 

The e n t e rp ri se has also been 
hindered because state orders 
and the weakness of its suppli- 
ers has forced it into activities 
it would not normally under- 
take. Thus it has developed 
and produces 10,000 video cam- 
eras and television monitors 
for use an wwtipntw controlled 
machine tools. 

The management . also 
bemoans the lack of a labour 
market, which is sees as the 
foundation for improving moti- 
vation ami quality. Mr Gennadi 
Kushmev, a Planar plant direc- 
tor, estimates the company 
could get rid of between 25-90 
per cent of its workforce. 

Mr Yevgeni Onegin, Planar’s 
director raid : “Unemployment 
is a bad thing. But we already 
have enormous disguised 
unemployment in tins country, 
with people doing jobs which 
do not really exist or people 
who are in jobs but who do not 
want to work." 

Oven these difficulties and 
the extremely weak incentives 
for innovation in the Soviet 
economy, Planar’s achieve- 
ments are impressive. Mr Vaa- 


sfli Zenkevich, the rfiiwf engi- 
neer, said: “If we were inte- 
grated into the international 
economic system we could get 
rid of a lot of peripheral activi- 
ties and focus ourselves. But 
our isolation has meant we 
have had to be self sufficfonL 
Westem companies would find 
it very difficult to produce our 
machines in complete isola- 
tion." 

Given the inadequacy of 
Soviet computers, the machin- 
ery, about a fifth of it to manu- 
facture semi-conductors, is 
impressive. Planar has devel- 
oped its own pneumatic, linear 
stepping motor which can 
move parts in at least six direc- 
tions. Mr Onegin says only 
Japanese machine tool makers 
manufacture a comparable 
madifaw. 

The bedrock of Planar’s 
Innovatory capacity is Its 
strong links with local univer- 
sities and its extensive training 
programme. About 20 per cent 
of the more than 10.000 employ- 
ees are engineers. 

ft recruits about 60 gradu- 
ates a year. Most of them will 
have been attached to the 
enterprise and engaged in prac- 
tical work with it since the 


mMHift of. their six at uni- 
versity. 

The test for Planar is 
whether its ethic of hui p VaH oti 
and technical pr owess can be 
matched by a commercial man- 
agement which is able to foens. 
the enterprise's activities so it 
could become a specialist pro- 
ducer in the international mar- 
ket. The management is profes- 
sional and determined. It is 
drawing up a six-year corpo-t 


The drive for quantity also 
limits, o pp ort u nities to invest 
in new technology. In tbe past 
five years more than BbsIOOm 
has been invested. The factory 
Han mote thaw 100 robot s awd 

automatic manipulating 
devices as wen as computer 
aided design. A new plant Is 
hiring hunt to makft compo- 
nents for “tractors of a qualita- 
tively new kind”. 

Yet the production technol- 
ogy still lags behind western 
plants. The pressure to main- 
tain production there is 
no suminer shutdown for 
retooling and larguecale main- 
tenance. 

The cuvBiw ot final assem- 
bly hall houses what the man- 
agement calls its two, fully 
automated, production Hnwa. 
Under the old system parts 
were delivered to the lines by 
teams of tractor s . With the 
-recently automated line they 
arrive through an integrated 
system of conveyor belts, 
althongh tractors still ply beck 
; and forth carrying gear boxes. 
In western .plants automation 
is just reaching final trim and 
assembly. At Belarus it is «*H1 
much further upstream. 


- • Deepening its involvement 
in western markets will be 
Belarus' salvation only at the 
cost of its crucifixion. -Its inte 


which envisages’}' grationihto art international 


sweeping 

One of the main uncertain- 
ties faring the enterprise 1 b the 
future structure of its owner- 
ship. The managers want a col- 
lective form of private property 
which would allow the work- 
force to own the plant through 
an employee share ownership 
scheme. 

Yet if Planar Is to be success-.' 
fhl there win have to be large 
scale job cuts. It also wants to 
bring in foreign partners - 
through joint-ventures. 

Mr Onegin co n cl u ded : “We 
have to be I n tegra t ed into the 
international economy. Serving 
customers must be easier than 
serving ministers.” >- 


division of labour, to serve 
international markets, would 
demand a rationalisation of its 
activities,- a new approach to 
marketing, quality mid product 
■ development and thousands of 
redundancies which would 
, raise the passions of its work- 
force at the cost of exacerbat- 
ing domestic shortages. 

In those circumstances it- is 
easy to see why both workers 
and managers might prefer Ufa 
as an unwieldy monopoly 
locked in the tense but secure 
embrace of Its parent ministry. 


Charted L oad boator 


“INCREASING economic 
efficiency, carrying out the 
planned structural improve- 
ments, resolving social tasks, 
strengthening ; the country’s 
defiance capability and its inter- 
national prestige and develop- 
ing trade with foreign coun- 
tries - all these major 
problems are milled together 
into a single' tight knot by the 
results of tite restructuring of 
wiarWww building.” 

Thus fa was that to Oct ober 
1986 Mr Lev Zfdkov, CPSU sec- 
retary for the defence industry, 
set the scene for an ambitious 
attempt to overhaul the hnb of 
Soviet industry - machine 

tool manu f ac tu rin g-'. 

The TnarWna tool industry, 
which employs about 16 m 
workers at more than 9,000 
research institutes, design bur- 
eaus and production enter- 
prises, is responsible for more 
than a quarter of the country's 
industrial o u tpu t . From the 
outset it has been one of the 
main targets of economic 
perestroika. 

When the 12th five year plan 
was released, in March 1986 
civil machine tool manufactur- 
ers were faced with a- bewil- 
dering array of. tasks: a 43 per 
cent increase in production 
over the five years, vastly 
improved product quality, the 
rapid development of more 
sophisticated computer con- 
trolled machinery, .and the 
sc rap ping of its own outdated 
equipment to assimilate a 
surge of Investment 

The entire tool kit of eco- 
nomic reform has been applied 
to the sector centralised com- 
mands, administrative ration- 
alisation, . public wlwffaiHftii 
and decentralisation of deci- 
sion nwWwg to wi te ipinw.' 

According * to the ' most 
authoritative western study of 
tho industry of -ends 

and means has generated con- 
siderable momentum for 
riunww at the urice of indus- 
trial mayhem. The; study, by 

Andrew awd Brnwriii Mntnrif h * 

says: “Machine builders are 
making headway In their 
efforts to improve productivity, 
reduce waste, produce higher 
quality goods, develop new 
equipment and requip their 
production base.” - 

But the study continues: 
“The effect of many of these 

initiatives has been to threaten 

the sector’s stability. By alter- 
ing traditional objectives and 
priorities and severing loog-es- 
tahH«h pd hwm rf authority 
con mmn icatinp. the leadership 
has thrown -mac h ine building 
into chaos.” . .. . ; . ■ ’ 

It all began with the plan's 
stringent targets. The 43 per 
•cent increase in output had to 
be achieved with a reduction in 
metal consumption of between 
12 per cent and 18 per cent and 
a 20-30 per cent increase in the 
utilisation of equipment Half 
the industry's output had to be 
replaced with new models. ' 

At tiie same time it had to 
retool: more than 60 per cent of 
the sector’s own machinery 
was intended to be new by this 
year. In ve stment in the sector 
was due to rise fry 80 per dent 
overall and by 250 per cent in 
pl ants producing precision 
hu t a merit 
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What do the following mean for you? 

♦ The Soviet Union’s high 
rising levels of foreign debt 

♦ GEMU (German Economic 
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By 1988 peariy 1,200 m achine 
tod en te rprises were covered 
by the Gospriemka quality con- 
trol system introduced in Janu- 
ary 1987. 

This ar ray of targets was to 
be transmitted through a 
rationalised bureaucracy, 
which reduced the numb er of 
machine tool ministries from 
11 to eight, Including the 
merger of the Ministry of Trac- 
tor and Agricultural Machine 

Building and the Ministry of 
Mflrfifae B uilding for Animal 
Fnah a ndr y and Fodder Produc- 
tion and the abolition of the 
Ministry of Machine Building 
for Light and Food Industry 
and Household Appliances. 

This was combined with the 
creation of national inter- 
branch scientific and technical 
complexes to break down the 
ministerial barriers which 
have hindered Innovation. 

This administrative kick 
start was combined with 
decentralisation to enterprises 
in areas of foreign trade, pay 
and retained profits, which 
were meant to create a donate 
fix: continual modernisation. 

Tbe demands an enterprises 
to -Increase production, raise 
efficiency and improve quality, 
while pulling down antiquated 


The industry, which 
employs about 16 m 
workers, is 
responsible for more 
Shan a quarter of the 
country’s Industrial 
output From the 
outset It has been one 
of the main targets of 
economic perestroika 


production lines and taking on 
responsibility for foreign trade, 
has thrown the industry into 
turmoil 

Ministers are still b«w pnh- 
lidy accountable for the perfor- 
mance of flwir ministries while 
bring forbidden from directing 
day-today operations at enter- 


E rises. Enterprise managers 
ave new responsibilities 


have bad new respo n sibili tie s 
placed upon than as they have 
had to cope with deep changes 
hi the fines of communication 
and authority above th em. 

With the long established 
web of relationships betw e en 
e nte rprises well and truly dis- 
rupted, and the press com- 
menting on a state of anxiety 
and despair to the industry, 
toe leadership to 1988 launched 
a campaign of public critidsm. 
penalties for late, deliveries 
anff poor qttahty .were' insfru- ' 
mental to pttmgtog tbe sector 
elmnet Rbs4bn in debt between - 
1886 and 1988, making the tran- 
sition to cost accounting that 
modi more burdensome. 

Yet the awriiniM Inconsis- 
tent package of reforms fell 
well short of Introducing a 
more comp etiti ve mark e t . With 
tight controls on prices still in 
place tbe monetary rewards for 
Innovation and higher effi- 
ciency are still miniscule com- 
pared with tiie West • 

State orders, rather than 
consumer preference still dam- 
mate Industry. Stankohn- 
port, which is responsible for 


consumers. 


Otarfes Leadbeatar 
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90 per cent of m a chin e tool 
imports estimates at least two 
thirds of its work still comes 
from state orders. __ 

The outcome has been some 
improvement in the sector’s 
performance. Production has 
risen by 24 per cent and tbe 
output of computer controlled 
machinery has risen by 37 per 
cent, says Stankoimport. The 
move to self-financin g amo ng 
the manufacturing enterprises 
which are the industry's cus- 
tomers has promoted more 
considered, innovative 
approaches to investment. 

But the industry is. still a 
long way from catching up 
with the West Stankoimport 
estimates about 50 per cent of 
machine tools to the USSR are 
still manually controlled and a 
tour round any Soviet factory 
will confirm that some are 
flflHanL The modern machin- 
ery suffers from a lack of 
sophisticated computers. Stan- 
koimport officials admit the 
computer numeically con- 
trolled machines they sell 
abroad are relatively simple 
compared with many western 
machin es. Mr Mihail Yegorov, 
Stankoimport’s deputy director 
general says of the micro-deo- 
tronics to Soviet machine 
tools: “They leave an awful lot 
to be desired.” 

Mr Yevgeni Filatovich, 
recently appointed to the 
newly created post of market- 
tog director, says: “Tbe indus- 
try is still used to responding 
to bulk orders from the state 
rather than individual custom- 
ers. Attention to customer 
needs is poor, the product 
range is too limited and quality 
is too low.” 

In the past 18 months the 
leadership's attention has been 
diverted away from the sector 
by rising consumer shortages. 
Reform may be progressing at 
a slower but more sustainable 
and less disruptive pace. 

This sweeping attempt to 
reform machine building yields 
two conclusions. First, Soviet 
industry is better off than it 
was under Brezhnev. Over the 
next decade machine tool man- 
ufacturers, with the growing 
Involvement of western part- 
ners. will provide the rest of 
manufacturing industry with 
more reliable and technologi- 
cally advanced equipment 
which should help to raise pro- 
ductivity. 

Second, the modernisation 
programme will probably fall 
to cdose the gap with the West 
because it has left industry at 
a half-way house responding to 
both mlntetifcft ypff maHtPfai, 

.‘pushed by bommtfhds Tflffifd pul- 
led by incentives, at tem pting 
to raise profitability with little 
discretion over costs or prices. 

If the industry stays to its 
half-way house it could well 
succumb to a more efficie nt 
form of the stagnation cf the 
1970s. To leave the half-way 
house the reforms will have to 
posh the industry farther 
towards the market and its 
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Charles Leadbeateir unravels the bewilderingly complex method of accountin< 
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Labyrinthine system in need of rethink Farmers’ woes 


IF YOU find western accounts 
difficult to read, yon had better 
draw a long- breath before 
attempting to decipher a Soviet 
balance sheet. 

hike bo orach else in the 
economy, accountancy has 
Leninist foundations. Yet if the 

economic reforms are to be 
successful, Soviet accounting 
wiH have to be transformed. 

The principles of Soviet 
accounting have to be laid 
down by the planned economy. 
Profit has been less important 
than fulfilment of plan's 
quantitative targets. Soviet 
enterprise accountants mainly 
n u ll i f y wifai«hw demands for 
statistics rather than ' measur- 
ing the return on investment . 

An accounting, system 
designed to provide quantita- 
tive information, for central- 
ised planning, has to become a 
system capable of providing, 
financial information, for 
decentralised Harirfnns based 
on profitability. 

What are the problems for- 
eign investors will face with 
Soviet accounts and what are. 
the prospects for accounting 
reform? 

The core of the profit and 
loss account of a Soviet enter- 
prise will be sales, defined as 
cash received, against which 
are set a group of funds which 
record costa. 

■ When Soviet managers talk 
#of profit they usually ww»n 
“gross profit that la cash 
received less salaries (the 
wages ftmd), the cost of materi- 
als and depreciation. This 
“gross profit” often sounds 
impressive but it is a long way 
from the final figure. 

Bank interest, which Is negfr 
gflrie, bad debt, loses through 
natural disasters and fines and 
penalties for breach of contract 
then have to be subtracted. 
The contributions to the 
reserve fond, which is designed 
to prevent an enterprise going 
bust, have to be subtracted as 
well as contributions to the 
investment fund. This yields a 
pre-tax profit 

The Soviet corporate taxa- 
tion system 1 b bewildering. 
Norms tor tax rates in different 
branches of industry are set 
centrally but rates for enter- 
prises appear to vary wildly 
according to profitability. 

The post-tax profit Is then 
consumed by further funds 
such as the pay bonus fund, 
the social fund, the workers’ 
housing fond and so on. 

There are several aspects of 


the average profit and loss 
account which will present- 
problems for foreign compa- 


to transfer money between 
funds. H the electricity ftmd Is 
underspent it is difficult . to 
boost another fund for materi- 
als. ThllS Tnrfnifynn of uUUSed 
roubles are dnnKing around in 
enterprise accounts forming a 
large share of repressed infla- 
tion. 

- Some of the funds, such as 
the reserve fund which' Is 
worth 25 per cent of authorised 
capital and the investment . 
fond, are obligatory, although . 
joint veabnesiraay ibis year be 
allowed more discretion. Oth- 
ers such as the post-tax social' 
welfare final are discretionary. 
The more post-tax funds an 
enterprise has the lower the 
potential dividend for a foreign 
joint venture partner. 

According to Mr Richard 
Lewis, of Ernst and Yoangfoe 
accountants, one. of a small 
twmrf of people who understand 


the details of both Soviet and 
western accounts, stocks are 
roafinafy overvalued. They are 
tsactesM at- the foil cost or pro- 
duction tnnliirimg fiyftri costs 

and administration, rather 
than the direct costs of produc- 
tion,. 

Depredation to, also tricky-. 

Jf the economic 

.i^nra 

successful, Soviet 
accounting will have 
to be transformed 


Depreciation in Soviet 
acco unte is a purely bookkeep- 
ing exekdsfc what matters is 
. amortisation according to 
juntas laid down.by Gosplaa in 
1974, covering, everything from 
buildings to computers. Amor- - 
- tteafion of Investm ent, is not 
done l>y. correcting the value of 
fixed assets but usually by a 
transfer or cash to the- amortt- 
in^fin ftmd Amort is a tion 'rates 
tend to be. very low. Once an 


sane* is written oft amortisa- 
tion continues to be paid to 
make up for the projected rise 
infoe price of a replacement 
According to Mr Lewis fob 
also means that the average 
balance sheet becomes nearly 
impenetrable. As amor ti s a tion 
rates are low, fixed assets tend 
to be~ systematically overval- 
ued- ' Local enterprises .will 
often put a high value on 
equipment foreign managers 
would regard as next to worth- 


matters 


TAXATION OF CORPORATIONS 

A pile them high pol icy 


ACCORDING to Mr Vladimir 
Raevsky, deputy minister of 
tiwwo, foe taxation, of Soviet 
state e n terp ris e s can vary*.- • 

between 2 per cent and 96 per 
cent of income. The ideological 
explanation to foe variation 
to enterprise taxation lathe ' 

Soviet prejudice against both • 

failure and success More . . 
Im p orta nt, however, to fob. 
oonHlct between foe haBWfoiai 
e nte rprises and branch 
ministries. The ministries are 
determined to keep enterprise* 
as their branch plant* by 
maintaining control over foe . 
money an. ent erprise earns. 

The trick is to pile one 
highly variable and 
discretionary tax upon 
another. One such k the 
“■pedal tax on capital assets?*. 
This tax to a substitute to 
interest and dividends to a 
western economy. The . 
problem to that the rate of tax 
can vary between 0 per cent 
and 12 per emit of the value 

of the capital employed, 

increasing ta steps of two - 
percentage potota. (While 
capital to taxed to this way, j 


land to not, with taxatlon of 
land a pmrdy local matter.) 

... Enterprise* also pay HbsDOO 
per mwwwwi (£ 3 oo at the official 
exchange rate) to eedt 
production worker and RbsSSO 
(£600) for each person 
employed to adnrinistxailoii. 
One ami. of this tax to to 
decrease toD-henw * 
administration of Soviet 

enterprises. ... 

After payment of faxes on . 
Mpthl s fltitr fw nri n 
mqdoyeeit profits of foe • 

enterprise are divided, between 

tim state budget, foe brandi 

itsdL Taxation to'. . 

tomed^mt by the Ministry 
of Finance. It derides what 
aadi ministry win pay to the. 
central budget and foe branch 

w Mu Miji flum ilo b inuti if fh|e ' 

rates of fox' that wfll cover . 
flafraM teritm. 

Officiary those rates depend 
on the profitability of each 
en terprise; In practice, foe 
ministries decide what aadi 
enterprise should beep and 
foe enterprise* to fodr part, I 
toy to ransttheiif demands. J 


- intangible assets, which 
have become controversial in 
fbp UK in foe past year, pose. 
t h*>*r own. problems in the 
Soviet . Union; The Marxist 
labour theory. of value. Which 
says capital is the physical 
embodiment of past labour, 
totmdoo place. for intaogflde 
assets such as know-how. The 
category, of intangible assets 
was only created in May 1988. 

' Establishing the initial 
equity base of an enterprise is 
also difficult according to Mr 
Lewis. This poses particular 
problems for joint ventures. 


Since enterprises that enjoy 

j qHthml hinnwro mu 

ministries, smaller enterprises 
are often subject to a higher . 
rate of tax than larger ones. 

Enterprises are also liable 
to a tax an transport; to a 
turnover tax, which varies 
to every product and 
enterprise, and to payments 
to the social insurance fund. . 
Not even depreciation belongs 
to foe enterprise. A part goes 
to the relevant ministry and 
may be refunded at discretion. 

Not surprisingly, this 
concatenation of taxes gives , 
huge power to branch 
minist ries. Failure to 
introduce a simple; 
non-discretlonary system of 
corporate taxation makes foe 
Idea of “erifftoancing” a Joke. 
Such a reform to now under 
consideration by the Miwi«*ry ■' 
of Finance, with a - • 
nan-discretionary progressive 
tax on profits as its aim. 
However flawed, the new 
system can hardly fall to be 
better than the present one. 

Martin WoM 


If a joint venture starts by 
purchasing fixed assets then, 
the invwtmest ftmd has to be 

debited. But as the venture has 
only just started there will be 
no money to foe tori. So prof- 
its hove to be used to fin op 
-the food, before they can be 
nsed for paying dividends, la 
practice most joint ventures 
ei t he r ignore or avoid this by 
! taking the profit- to the price 
foe Soviet venture pays for 
supplies from the foreign part- 
ner. 

Soviet a c c o u ntants also have 
afflcn B iaa deedin g with hard 
-currency fluids, according to 
Mr Lewi* 

“Hard currency accounts for 
jofrtt ventures' were created 
after May 1988 but without 
guidance on bow to use them 
Soviet acco u nt an t s are largely 
chteleas,” he says. 

If a foreign partner wants an 
Independent' accountant to 
examine a Joint venture’s 
books that right has to be writ- 
ten' Into the initial wnuMnwrt 
Independent accountancy to in 
its infancy in the Soviet Union. 
Inaudtt, which describes itself 
I as the only independent audi- 
tor, to 55 par cent owned by the 
Finance Ministry. 

Three factors win determine 
whether Soviet accounting 
devriops along fines note com- 
patible with western accounts. 

Find; if joint ventures and 
enterprise self financing put 
down deeper roots this will 
force changes in accountancy. 
The accounting principles for 
joint ventures, which axe likely 
to be revised this spring; have 
been the product of bargaining 
with the Finance Ministry and 
developing common practices, 
regardless of whether it to offi- 
cially sanctioned. 

Second, accountancy like 
everything rise to foe subject 
of a political struggle. For 
instance, the arcane issue of 
howto treat stock has split the 
Finance Ministry into two tac- 
tions. One wants to timft west- 
ern style accountancy princi- 
ples to joint ventures, the 
other wants the system 
extended to all Soviet enters 
prises to hasten full cost 
accounting; 

Third, an i nfrastr ucture of 
professional tr aining and busi- 
ness services will have to 
develop before there could be 
independent auditing, and 
without independent auditing 
it will be a ™ 1 * to introduce 
a n ythi ng, like* a ffrpn»i matfa* 
or Joint stock companies. 


IF ANY single sector is critical 
to the Immediate success or 
failure of President Mikhail. 
Gorbachev’s perestroika, it 
must be agriculture. 

Food shortages have been 
the most acute issue fue lli n g 
public dissatisfaction, with 
widespread rationing of many 
basic commodities like meat 
and sugar. The huge food 
Import MU, to pay for Soviet 
grain, meat and butter pur- 
chases, absorbs desperately 
needed hard currency income 
which might otherwise be used 
for consumer goods imports or 
in du s t ria l eq uipm ent. 

Not only that. Agriculture is 
also the sector perhaps closest 
to MT Gorbachev's heart He 
h fo i ffmn os a farming 
expert, first to his home region 
of Stavropol, then as the cen- 
tral committee secretary In 
charge back in Moscow. If any- 
body knows the problems, it to 
he. 

It is all more mir nri f d n g . 
therefore, that the Soviet 
leader chose his colleague Mr 
Yegor Tjg e r T ww « the m|n to 
sort it out He has no back- 
ground in agriculture, 
although he has a reputation 
as an efficient administrator. 
More important, he to ideologi- 
cally poles apart from his 


At the heart of Mr Gorba- 
chev’s attempts to overhaul 
the farm system is his vision 
that the peasant farmer must 
become “master of Ms own 
land*. That limnuMHaiftly r rma 
into foe acutely sensitive ideo- 
logical area of land tenur e, an 
which Mr Ligachevis an open 
opponent of anything which 
smacks of private property. 

The result is that the poor 
benighted collective farm 
worker, stm known as a peas- 
ant in the language, 

t«b to face a whole conflicting 
ob* nf nnHHrai s ignals in decid- 
ing how to respond to foe 
upheaval of economic change. 

At the mama time the local 
rural bureaucracy, from the 
Communist Party officials to 
collective form directors, have 
no incentive to promote 
reforms which would eventu- 
ally put than out of their jobs. 

Urn tjwd Law approved by 
the Supreme Soviet at the end 
of February promises a multi- 
plicity of forma at land hold- 
ing, including tenancies, lease- 
hold, co-operative land, and the 
right to bequeath land to one's 
riiiMnen — but DO right to buy 


and sell land. However, the 
compromise has been furiously 
attacked by radical reformers. 

Mr Ligachev sings a very dif- 
ferent tune, in style if not in 
substance. For him, any 
change In land-bolding is sec- 
ondary, and the key issues are 
pumping more money and 
investment into foe fa mm and 
the countryside, applying new 
technologies, building better 
storage facilities, and provid- 
ing mare fracture and trucks. 

Meanwhile, Soviet agricul- 
ture continues to stagnate, 
with productivity far below 
international levels. 

In 1989. the only significant 
increase in output was in 
sugar, up li per cent in 
response to the acute sugar 
shortage caused by illicit brew- 
ing of alcohoL Meat produc- 
tion, at lR9m tonnes, was up 
less than one per cent. The 
same was true of butter and 
cheese. As for canned prod- 
ucts, such as fruit and vegeta- 
bles, their output actually fell 
by 3 per cent. 

On the grain front foe pic- 
ture was slightly more hopeful, 
although only because grain 
production appears to have sta- 
bilised at an improved level: 
with a harvest approaching 
210m tonnes last year, produc- 
tion has topped 200m tonnes 
far three of the past four years, 
*nrfing years of wild fluctua- 
tion in output. 

However, the harvest to still 
far below the plan target of 
240m tonnes. In spite of the 
sorry record, the State Plan- 
ning Committee has decreed 

Grain production 

Mfflfon tons 
250 



fiwt grain output will rise no 
less than 16 per cent tills year. 
Many believe these targets are 
hopelessly optimistic. 

Critics see the whole direc- 
tion of agricultural planning as 
another manifestation of 
deep-seated bureaucratic resis- 
tance to any real farm reform. 

Mr Gorbachev has now 
brought In a real agric ultur al 
expert into the central commit- 
tee, In the shape of Mr Yegor 
Stroyev, now a frill secretaiy. 
He rejects the wholesale 
destruction of the collective 
farm system: the 13 jOOO loss- 
makers should not be closed, 
but transformed into coopera- 
tives and leasehold tenure, he 
says. 

Then he argues that price 
reform is now essential, not 
least because the return on 
grain production, for e xampl e, 
to less Half the return on 
grain-fed livestock. The result 
has been a sharp drop in sates 
of grain to the state, to the 
lowest level for 15 years, caus- 
ing havoc to the bread and 
pasta producers. 

Yet at the end of the day, the 
reformers say, no piecemeal 
change will have any signifi- 
cant effect radical prop- 
erty reform, with the open 
introduction of private prop- 
erty, is allowed. Which all 
comes back to the key ideologi- 
cal question, on which Mr Gor- 
bachev and Sir Ligachev 
appear to be hopelessly 
divided. 

Quentbi Peel 
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T he drastic political and economic changes affecting 
the Soviet Union open new opportunities to Western 
business as a more market based economy develops. 

This important and topical conference offers a rare 
opportunity to listen to, debate and meet leading Soviet 
figures from Government the Party, industry and finance. 
The sponsors see their role as providing information, 
assessing trends and arranging the occasion for contact- 
making of the kind that is helpful to strategy formulation 
and die development of business. The agenda gives equal 
stress to politics, economics, trade and finance^ 

Dr Aleksandr Yakovlev, Member of the Politburo is to 
be the principal speaker from the USSR and the other 
Soviet contributors include Dr Leonid Ivanovich Abalkin, 
Mr Viktor V Gerashchenko, Dr Oleg Bogomolov and 
Mr Vladimir Anxtunian. From the OECD countries 
contributors indude Mr Stephen Bechtel, . 

Dr W F Duisenberg, Dr Axel Lehbahri, Dr Klaus Uesen, 

Mr Richard Webb and Mr Otto Wolff von Amerongen 

Accommodation has been arranged for the period of 
the conference at the Hotel Mezhduharodnaya. Barry 
Martin Travel will arrange travel and visa requirements. 

Early registration is recommended. 
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THE INSTITUTE OF WORLD ECONOMY, AND 
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Pitsunda on the Bat* sea coast 


Makhachkala on.the Caspian sea coast 


BAYTUR Co., is one of Turkey's leading construction and contracting 
firms, the company also operates In the Middle East and Northern Africa 
and accounts for a 1/15 share of the US $ 15 bifiion worth of international 
Turkish construction undertakings. 

BAYTUR Co., is a diversified high-technology construction and 
engineering organization whose resources and abilities enable it to 
■ undertake a wide spectrum of large size contracts, including: 


• Housing projects • Wafer and sewerage networks 

• Industrial projects • Treatment plants 

• Irrigation projects • Highway and bridges 

• Infrastructure works • High-rise buildings 

• Airport substructures • Sea structures 
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Steven Butler on the energy sector 


The end of largesse 


EVER since Lenin’s famous 
dictum that communism 
equalled soviets plus electric- 
ity, energy has assumed an 
exaggerated role in the Soviet 
economy. 

It is only now that Soviet 
economists, and indeed an 
important segment of the polit- 
ically aware Soviet public, is 
seriously questioning the role 
of Soviet energy production, 
consumption and exports. 

In the past 15 years, the 
Soviet energy industry has 
absorbed an amazing 70 per 
cent of the total growt h in 
industrial investment, accord- 
ing to Mr Thane Gustafson, a 
consultant for Cambridge 
Energy Research Associates. 
As a result of this extraordi- 
nary effort, repeated predic- 
tions that Soviet oil produc- 
tion, in particular, had peaked 
have proved premature, some- 
times wildly so. The industry 
has proved able to overcome 
repeated problems thrown at it 
by pouring more resources into 
the problem. 

The Soviet Union is now the 
largest producer of oil in the 
world, at about 12 . 1 m barrels a 
day last year, and the second 
largest exporter, after Saudi 
Arabia, at 33m b/d. Oil and gas 
exports account for more than 
60 per cent of Soviet hard cur- 
rency earnings. 

At the same time, according 
to Mr Gustafson, the efficiency 
of Soviet energy consumption 
has actually declined as a ratio 
to gross domestic product, 
unlike virtually every other 
industrial economy. 

One need only spend a win- 
ter day boiling in a Soviet 
apartment house, where there 
are no the rmosta ts anywhere, 
to understand the vast poten- 
tial scope for energy savings, 
although this would he 
unlikely to succeed without big 
price reform that would lift the 
cost of energy to more realistic 
levels. 

In any case, the era of lar- 
gesse which drove the enor- 
mous expansion of Soviet 
energy production appears to 
be reaching an end. Soviet 
economists and oil dis- 

miss the idea that the industry 
is in crisis or that any immedi- 
ate large drop in output will be 
seen, in spite of last year’s fall 
in oil production from 624m 
tonnes to 607m tonnes. 

“1 don’t think we are dimin- 
ishing our volume of produc- 
tion,” says Mr Lev Karpov, 
head of the economic depart- 
ment at the Institute of USA 
and Canada Studies. “This is 
the same as the old CIA fore- 
casts,” which wrongly pre- 
dicted the Soviet Union would 
be an oil importer by 1985. 

“If we reduce oil produc- 


Energy production 
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bon," says Mr Gennadi Alpa- 
tov, head of the oil and gas 
division of the State Planning 
Commission for the Tyumen 
region, “it will be the result of 
planned investment decisions.” 

Mr Alpatov says thin has not 
yet occured for the Tyumen 
region in western Siberia, 
which produces the majority of 
Soviet oil output. However, 
thk» year’s freeze in i nv e stm ent 
in the region at 1989 levels 
implies a gradual decline in 
output because of the rising 
cost of bringing new fields 
ons tr eam 

Moreover the sharpness of 
the energy policy debate along 
with rising pressure on the 
Industry indicates that some 
fimdaTwmfail change is inevita- 
ble. The idea that wholesale 
export of raw materials, such 
as oil and gas, is backward and 
undesirable has gained wide- 
spread currency in the Soviet 
Union. 

This is, to a large extent, a 


naive view, containing ele- 
ments of fear about stripping 
future generations of a vital 
resource as well as the idea 
that exporting resources puts 
the Soviet Union in a semi-co- 
lonial position. 

' Given Uia pnhtirai climate, 
ho w ever , there is a real possi- 
bility that parliament will 
force a ifaitf on oil gam 
exports long before Soviet 
manufactured goods can com- 
pete in export markets. 

A more sophisticated, and 
persuasive, item of the argu- 
ment is put forth by econo- 
mists such as Professor Alex- 
ander Arbatov, vice-chairman 
of the committee for produc- 
tive forces and natural 
resources at the Soviet Acad- 
emy of Sciences. 

He calculates that the mar- 
ginal cost of increasing Soviet 
oil output has risen sharply 
1885, and will dfaih by 
up to five times in the next 
decade. Although true cost cal- 


Bniatiww are impossible in the 
Soviet economy because prices 
are arbitrary, the Idea that pre- 
vious failure to inrinde neces- 
sary infrastructural costs has 
meant fin on Industry Is a far 
bigger drain on the economy 
than anyone has suspected is 
gaining currency. 

Professor Arbatov believes it 
would- be appropriate to allow 
ofl production to decline to a 
range of between 560m and 
580m-tonnes. *Tn the 1990s,” he' 
says, “some decrease, in pro- 
duction will continue no mat- 
ter how much we invest.” This 
would affect exports and hard- 
currency earnings, although in 
the kmg ran he believes the 
Soviet Union could more effec- 
tively concentrate on other 
export areas. 

As a corollary to fids, how- 
ever, he believes that much 
western technology Imports 
could be cut because they often 
cannot be effectively used, and 
that there is vast scope for 
eumgy conservation. This he 
admits, however, depends on a 
much broader reform in the 
economy at large that goes far 
beyond energy policy. 

Indeed, Professor Arbatov 
has argued that excessive 
investment in ema^y-m tensive 
producer goods and raw mate- 
rials sectors has led to wasted 
industrial production amount- 
ing to 25 per cent of GNP, 
smile others have argued that 
the scope for energy savings 
rmiifl be as m n| * h as one-third 

nf i 

These are stunning figures. 
Yet the alternative to conser- 
vation is to allow future 
energy investments to take up 
an even larger portion of 
Industrial investment, since 
energy consumption has grown 
foster than economic output 
This would effectively neuter 
fiie progra m me to restructure 
fire economy and produce more 
consumer goods. 

The pressures cm energy sup- 
ply are also not confined to the 
ofl sector. This year Armenia 
has experienced severe power 
shortages because of the clo- 
sure of nuclear plants follow- 
ing the MfrtiijMiii ■ Indeed the 
entire nuclear programme Is in 
jeopardy, as reactors that are 
pianripfi or under construction 
have been scrapped. 

Between gas, coal, and water 
resources, these is certainly no 
shortage of primary energy 
so ur ces in the country. Yet the 
^HrtH imH mi i rt ronmental diffi- 
culties posed by expansion an' 
the scale required to maintain! 
the. current .industrial struc- 
ture is more than enough to 
convince many Soviet econo- 
mists that it is simply not 
worth it. 


MR OLEG Sarukhanov. deputy 
mayor of Surgut, slapped his 
telescopic pointer against a 
large relief map of the city 
mounted on the wall. 

TMr Butler, until now 
map has been daasifled. You 
are the first foreigner ever to 
see it,” he said, gestiniBgrwith 
his hands.' 1 

I hastily suppressed a guffaw 
when it dawnea an me thgt the 
deputy mayor was not joking. 
His opening gambit was 
instead the first step in an 
elaborate presentation aimed 
at impres si ng o n mg *hp attrac- 
tions of' Investing in Surgut. 
After all, is not the Financial 
Times a vehicle to broadcast 
just such a message? 

Surgut is a new Siberian 
cUy, an oil town with a huge 
gas-fired thermal power com- 
plex. Settlers first came to this 
spot on the banka of the River 
Ob nearly 400 years ago, but 
Surgut became a city, only 25 
years , ago. A' population . of 

100.000 in 1977 has soared to 

256.000 today, and plans are 
afoot to accommodate 500,000 
people by 2000. 

This population, Ur Sarn- 
khanov says, will be buoyed 1 
a joint venture petrochemic 
complex planned for the out 
skirts of tiie city. He wants to 
find foreign investors to help 
build a hotel an infr»rn fl - 
tional a i rp o rt at Surgut, on the 
theory that cargo aircraft fly- 
ing from Tokyo to London can 
flrenmmnriafM heavier loads by 
stopping to refuel at Surgut 


Hype aside, Surgut lies in 
ne of the most 


the midst of poo 
productive and 'prospective ofl 
provinces in the world. West- 
ern Siberia produces more 
than 60 per cent of the Soviet 
Union’s oil output of 607m 
tonnes. »»<i Surentneftesas 
(Surgut Oil and Gas) produces 
50m tonnes, about lm barrels a 
day. 

A map of file area shows' a 
concentration of oil and gas 
reservoirs in the immediate 
vicinity of Surgut, becoming 
more sparse as the distance 
from the city increases. Soviet 
geologists believe fids repre- 
sents principally the greater 
Intensity of exploration efforts 
near Surgut. The 3-5bn barrel 
Feodorovsk' field lies on the 
outskirts of the city »wd is cur- 
rently in a declining phase 
with. production aided by gas 
lift and water injection. 

• Engineers are now making 
plana to' develop- the Tianov- 
skoje field, 300km north of the 
city, with preliminary recover- 
able reserve estimates of 
-nearly L5bn barrels. “This is a 
huge territory and our grand- 
children will «nil have mwm 
to work;” says Mr Niko- 
Medvedev, deputy general 
director for geology at Surgut- 
neftegas. - 

Q flflald development in the 
area has been , an important 
technological achievement 
because of the severe cold in 
winter the swampy condi- 
tions that require fields to be 
built on artificial i«i«nd«. West* 
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The first independent Soviet TV, cinema and vkJeo film corporation 

Among our recent productions: 

A TV documentary on the life of the classic Russian poet Boris 
Pasternak (co-producer “Antilope films”, London). 

“Nine Days in Leningrad” (co-producer “Windmfllane”, Dublin). 
“Letters from for away” - a TV documentary on Soviet involvement in 
Afghanistan (co-producer “Passport”, Paris). 

Film series on Russian culture: museums and architecture, church, 
ballet, rode music groups. 

Currently in production: 

A feature film about the Afghan war, starring Micele Pladdo 
(co-producer “Dc Clemi Cinematografica”, Italy). 

for public relations and advertising campaigns made by highly 
professional Soviet producers. 

A new TV station in the first free Soviet economic zone, bro a dcas t in g 
from Vyborg to about 7 millio n viewers in the Baltic 
region. 

We are now looking for a foreign partner to start a TV channel in 
Leningrad for broadcasting to the European region of the USSR. 


RUSSKOYE VIDEO: 22 Krestovsky PTOspekt, Leningrad. 197042 USSR 
Telephone: 230.73.41 . 230.782$. Fax: 2307826. Telex: 121357 LfiVID SU 
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USSR 


THREE INFORMATION SOURCES IN ONE DIRECTORY: 

• Over 1 ,300 specific export opportunities to sell direct to 
Soviet buyers. 

• The definitive buyer's guide to the Soviet Union with 
information on over 2,500 products and services available 
from the USSR. 

• An indtspensiWe source of corporate information on 
1,500 Soviet enterprises ready to trade with the West 


Realistically priced. Trading Partners USSR* aims to help you 
establish a first and vital foothold in one of the world's most 
exdting new markets, if you would like to receive further 
information either mail us your business card, quoting FT/3 
on toe reverse or send usa fax. 


TRADING 

PARTNERS 

USSR 


Sovinform Ltd., Pubfishing Division, PO Box 107, 
Abingdon, Oxon. 0X14 1FA, UK 
Fax: (0235) 553280 


WANT TO MASTER RUSSIAN? 


The Joint Researc h end Training Centre of the 
Soviet-Franch-ftalian WTERQUADRO' Venture employs 
the most efficient TOTAL IMMERSION method for 
teaching Russian to foreigners. 

in fact, our method Is that ot DOUBLE TOTAL 
IMMERSION, as first, you come to our Centre In 
Moscow and are Immersed into a genuine Russian 
environment Next you plunge Into a classroom 
environment of intensive training under the guidance of 
our highly qualified teachers, who have the extensive 
teaching and research experience of the Pushkin 
Russian Language institute and the Friendship 
University In Moscow. 

We can be of help to you if you come to the USSR on 
a business top; are participating in a symposium/ 
conference/congress; reside in Moscow permanently/ 
temporarily; or just .wish to see Soviet life from the. 
inside. To suit your needs the duration of training varies-, 
from a week to two years. 

Our terms are extremely favourable; individual 
teaching is 10 US dollars per hour; a group of 8 to 10 is 
66.00 to $6.00 per hour per person. Bbardlng costa are 
approximately $15.00 a day per person. 


For details, please wrta/phoneflax: 

USSR 125130 M o scow, told Novopodmosfcovnyl per. 4 
T elephone; 434-5342 
Telefax: 043-00-89 



Oleg 8andriianov: hopes to attract .foreign Investors to help 
bufld an International airport In Am SAmrtan city of Surgut 


SURGUT 


A message for 
foreign investors 


era oil companies believe the 
industry la extremely ineffi- 
cient compared with industry 
standard practices in the West, 
and that western , technology 
and mangement practices 
could produce more oil and 
reduce costs by a large factor. 

They may soon have a 
chance to prove this should 
joint venture ofl projects cur- 
rently under discussion with 
the Ministry of Geology suc- 
ceed. In the meantime, the oil 
in dustry is adjusting to a new 
era of perestroika, in which 
local authorities have been 


iven more autonomy under 

* *arif . fiwg nf ; i Ti fl , > p rinciple. 

In spite of some cries of 
alarm as change swept through 
the industry last year, Mr Gen- 
nadi Alpatov, head of the oil 
ami gas division of the State 
P lanning Commission for the 
Tyumen region, denies the 
industry is in any He 

says Investment funds are sta- 
ble and that output is to be 
maintained. 

Like other enterprises 
throughout the Soviet Union, 
Snrgubwftegas is using its new 
independence to find ways of 


v^ening the workforce happy. 
The enterprise, which employs 
30,000. now receives 5 per cent 
of its income from on sales in 

hard currency- . 

Mr Nikolai Spirin, manager 
of the Feodorovsk field gas lift 
production plants. Is also the 
man with the happy chore of 
disposing of some of this 
money. Mr Spirin has *3m with 
which he intends to buy video 
equipment to sell in roubles to 
the workforce. 

Mr Sarukhanov claims that 
the housing and supply situa- 
tion in Surgut has improved in 
recent years. And the city has 
been busy building hospitals, 
schools and recreation facili- 
ties. Primitive living condi- 
tions have been a constant 
problem in the ofl regions of 
Siberia. Pay levels at more 
than twice the average wages 
in central Russia make little 
differe nce tf there is nothing to 
buy and nowhere to live. This 
has led to high staff turnover. 

Certainly all of these prob- 
lems have not been resolved. 
At a meeting of ministers held 
in Surgut in February it was 
decided to allow Surgut to mar- 
ket directly lm tonnes of ofl 
this year. With this oil, Surgut 
will attempt to solve its meat 
supply problem. Precisely how 
this will be accomplished had 
not been decided, but most 
likely Surgut will export the oil 
for hard currency and proceed 
from there. Local officials 
hianw a worsening cf the me at 
supply situation on the moves 
towards independence by the 
Baltic republics. 

Indeed, in foil knowledge of 
the value that local oil and gas /y. 
production holds for the state, 
and its lowly price in the 
Soviet economic system, 
throughout Siberia there is a 
powerful political call for price 
reform coupled with fiscal 
decentralisation that would 
give load authorities control 
over oil revenues. 

Mr Sarukhanov complains 
that even with the current low 
prices for crude ail and elec- 
tricity, Surgut only gets back 
In spending allocations some 
50 per cent of what it remits to 
the central government Given 
all’s critical role as the princi- 
pal earner of foreign currency, 
this call is likely to be resisted 
to the end. 


Steven Butler 


PETROCHEMICALS INDUSTRY 


Year of big setbacks 


THE PAST year- has seen - a - 
-vast- waning back^af -expecta- 
tions in Soviet p<jtroclifinii- 
cab industry, series 

ofhuge joint venture projects , 
have been cancelled or post- 
poned. 

The shelving of projects at 
Uvat, Nizhnevartovsk, Novyi 
and Urengoi, site of the gigan- 
tic natural gas field, was 
announced in mid-1989. while 
the $5bn polypropylene and 
polyethylene project in 
Tenghiz was postponed indefi- 
nitely at the year end. 

The projects were to help 
reduce S oviet dependence on 
imported chemicals, presently 
totalling abbot J4bn a year, 
and were consistent With cur- 
rent ideas about processing 
raw materials at home. How- 
ever, there has been concern 
about how the projects would 
be paid for. 

There were also worries 
about the environment and 
over whether the plans were 
consistent with a broad shift in 
investment priorities to con- 


sumer goods industries. 

- - Western. Involvement »in the- 
projects .Is critical because the 
Soviets lack the technology 
that would be needed to cope 
with pressure brought by its 
budding environmental move- 
ment 

This pressure is a real con- 
cern on the- minds of Soviet 


In the past year a 
series off huge joint 
venture projects have 
been cancelled or 
postponed 


officials and canid have a tag 
impact onfoture plans. 

The only joint venture proj- 
ect which has definitely sur- 
vived is in Tobolsk, western 
Siberia. Contracts for the proj- 
ect, which wfll be 15 par cent 
owned by western partners, 
were signed -at the end of 
November between Tobolsk 
Petrochemical, under the Min- 
istry of Chemical and Oil 
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Refining Industry, and Com- 
jmstion-Engimsering of the US 
and Neste of Finland. 

McDermott, of the US, had 
been involved in negotiations 
throughout the project but 
dropped out in the end. Mitsuis 
and Mitgiihinhi are understood 
to have taken taken interests. 

The Japanese government 
would certainly frown on large 
scale Japanese participation in 
such a project, because of 
Tokyo’s outstanding territorial 
dispute with Moscow. 

The first phase of the 
Tobolsk project is to cost $2bn 
and is scheduled far comple- 
tion in 1993. Combustion Engi- 
neering wfll mange the project, 
while Neste toll handle mar- 
keting of the products world- 
wide in order to satisfy hard 
currency ob l igations. Products 
will include propylene and 
thermoplastic elastomers. 

A second western Siberian 
project at Surgut is still at the 
study and discussion stage, but 
at least has not been cancelled. 
Local authorities in Surgut are 
anxious still to attract more 
partners to the project to 
ensure its viability. 

Neste said it was Interested 
in participating and Combus- 
tion- Engineering is also 
thought to be involved, but 
final negotiations for a con- 
tract have not yet begun. 

The Tobolsk project will 
result in expansion of an exist- 
ing petrochemicals plant, but 
Surgut Is a greenfield site, with 
a processing capacity of 3m 
tonnes a year, to be onstream 
in 1996, and a second phase of 
similar size, costing Rbs5.6bn 
by 2000. 

The Surgut project is aimed 
at using some 15bn cu m a year 
of casinghead gas produced in 
the big oilfields in the area 
which is currently burned off 
at the wellhead for lack at a 
market 

In that sense, the location of 
the plant makes a good deal of 
sense. However, planners have 
had to contend with increasing 
concerns about environmental 
impact in an area that has 
already been chewed up by the 
ofl industry. 

The planned site for the 
plant has already been moved 
further to the west of the dty, 
and 1 it remains to be seen 
whether even there it will 
receive final approval 


Steven Butler 
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PERESTROIKA Has stuck the 
Soviet oil ittdusfry, Which lost 
year saw output decttne from a 
peak sustained for two years at 
624m tonnes to GOSm tonnes. 
The industry fell victim to 
many of the broader ills feeing 
the Soviet economy, in particu- 
lar transportation breakdowns, 
both on the railroads **»»* in 
the air. This affected the stop- 
1 ply of oilfield equipment and 
the shipping of dOL products. 

The gfaftfr refinery at pwA, - 
fear example, was (breed to shut 
down when Us storage tanks 
fitted up following troubles on 
the rails and would, have 
affected the ail fields which 
supply it The industry is also 
facing a continuing uphill 
straggle just to maintain pro- 
duction as older fV»l d y i^fW 
This requires rising invest- 
ment fust to stay in dace. 

However, these difficulties 
need to be kept in perspective. 
Any Industry operating at 
capacity is bound to few> tem- 
porary difficulties - UK oil 

The pattern of Soviet 
exports Is certain to 
# change as trade 
among Comecon 
countries moves to a 
hard currency basis 

production last year fell by 
more than 25 per ce nt, com- 
pared with about 2^ . per cent 
for the Soviet Union. Domestic 
consumption as wen as i 
absorbed the decline, ill 
equal proportion. 

However, Soviet oil officials 
deny that any big cuts in 
exports will take place this 
year, as is widely expected in 
the West, and say they expect 
exports to stay in the range of 
170m-180m tonnes. In the first 
months erf the year ail deliv- 
eries have been cut to most- 
eastern European countries. 

Soviet nffWrialR gay the cuts 
result from railroad congestion 
and will be made up for with 
extra deliveries later In the 
year. There is none the lees a 
suspicion among soma etekv- 
ers that the Soviets are hi real- 
ity diverting exports to the 
West to increase hard currency 
earnings. 


Even if this is not true this 
year, the patteth of Soviet 
exports, is c e rt ai n to change as 
trade among Comeconcoun- 
tries moves to a hard currency 
baste., ft la unclear, whether 
this Witt tesutt to a larger net 
market for Opec or other 
tirades, ad some predict 

It could cause a larger pro- 
portion of Soviet oil to find ite 
way to the West Scope tor con- 
servation to all these econo- 
mies is Vast and the volume of 
oil available for export depend* 
both on the speed of economic 
growth and the speed .with 
which toeSovtet Union substi- 
tutes gas for oil binning. 

The actual performance of 
the industry may prove tnoed 

decentaaftefr 
tkm to the producing: enter? 
prises. They have now been 
given rights to dispose of part 
of thriar production, and Soyas- 
ne&eexport, the Ml export con- 
cern, nott handles exp o rts far 
these companies on a fee-for- 
flerVtoe haste. And. of course, 
output Would dedtae if tove&t- 
me&t te kept level or cot; as id 
under 

Western oil companies, mily 
ao antuallv become a so ur ce a 
significant investment in the 
Soviet oil hsUistry. While vir- 
tually every large western ott 
company is to mabasakm with 
the Soviets aver exploration 
And production joint ventures, 
a good deal of hard negotia- 
tions lie ahead before any erf 
these deals are ednsumated. 

The Soviet Union offers 
some of the most attractive. 
UndeteBpiocdd" acreage to the 
world. mid western technology 
could . give a badly' needed 
boost to the industry. The 
potential nteuftR that ho large 
oil Company cUP afford to stay 
away, but items win. Want to 
pUmge to With trig capital com- 
vnttitMfttg Tmtn tha maftypoltt- 
Val anil h fti* mil 

cleared Away. 

Re s truct u ring of the inmiS-' 
try last year produced com- 
piaiptR ffom some senior offi- 
that oil production was to 
dteacray. However; these com- 
plaints now appear to have 
been premature. In the 
Wipflttww term the industry is 
bound w be affected by the tnf- 
ffltitt to Azerbaijan, When fib 



per . cent of the oftfteld 

m fflt industry is bdateu 

say this will slow the 
lent of hew fields, 
the Ministry of Cm 
is trar tefe rt 

ikaurfsomeof the 
indnabrv to torww Adfitaiv for* 
teKeSto Central RtodaT mdeh 
Ao ^ Ltii^ nagy make up Hot 

.Gas productiion continued to 
tire, jritoorigftte 3 per cent this 
Is ! slower than m previous 
years. .The Soviets appear 

from 796bn cu m lsst year , to 
luodobn cu n tor ROM, and are 
Atniuiricin g on an- ambitldus 

nwtea amme of domestic nine- 

fcewnmii'tiott. -Boweveij 
they hove adopted a 
attitude towards growth 




exports, 

Vigormw political oppodtUto t6 
the expfet trf raw materials 
Neither Soytt acg a sexpo rt, the 
gas export agency, nor gafi 
ig enterprises have 
[ any Intention to take 


TUP Industry fell victim 
- to many of Hn 
broader Ills' facing tha 
economy, Hi parBcuter 
. transportation - 
breakdowns 


advantage or repkby 
demand tor gas in _ . 
although they are aware of tiie 
trend to use more gft* in poster 
generatiob. This could come as 
a . shock toweatem Europe, 
where many ens TV s t* beSeve 
fresh snppUesWlll have to be 
wnd f hy to tj tiAfe t of the next 
decade. The time needed tot 

ipnin pg ]| ntiffmy tup . 2 S 0 VIHS 

will be the source of this new 


move to hard currency 
trade atoong ComeCOn mon- 
tries looks ahnoet certain evett- 
tually to reduce the Soviet 
Union’s share of sales to east- 
ern Europe, since those coun- 
tries are not locked into 
long-term contracts. Some 
cditoiri&r have bsgtto negotia- 
tions with. Algeria, tor imports 
on a cduhtereafle beats. ; . 

StawA Kkdtor 


most 
problems 



THE SOVIET Untah is to dm 
throes 'of an ecoiogfcal crisis, 
compared with which 
other glob&l poll* 
pole faajg nii 
Virtually Wherever you go to 
toe country, evidence of envi- 
rorimpHtel c a t a strophe is star- 
tag< From the Reaming white 
sandstrf &ba Strand on the 
Baltic Sea, where batldng la 
banned because of chemical 
Waste and raw sewage, to the 
lower reaches of the Volga 
tivef. Where the sturgeon are 
fhtetipg belly-op In shoals 
before they can spawn their 
precious caviar, the contamina- 
tion affects every fotxa of life. 

The huge Aral Sea. once the 
wdrfd’s fourth largest inland 
Witer. hss e f fec tiv ely ceased to 
exist s is now two shrunken, 
aatt-poteonsd pools in the des- 
ert* thanks to the effects of 
five and thoughtless tadga- 

w h hiwii. 

last tub died around 
nffafai* say. niiM 
_ around its shores to 
as one in 10 because of 
drinking water from 
led use of 

. ^ regi on's znono-cultttre 
cuUoti crop. 

to tiie words erf an official 
report from the Supreme 
Soviet test November, its re*, 
mtt-'fe “Virtually bey ond the 
cott&ol of man.” If rescue is 
possible. If could easily cost 
EftefiObn; Soviet ecologists 
behove. 

la the republic of Betonissla, 
one quarter of all the arable 
hull him been destroyed bv the 
Sfl-out fr om the C hern obyl 
disaster — wHittnrfumBd with 
Catetom 137. which wm last 
fog S ri H ifl M to enmn 

Siberia, where man 
it only an Occasional visitor, 
the of tb* destruction is 
Alremfy horrifying. Tha oil and 
gas industries have laid waste 
■ wim feh hectares of the fragile 
Yanfed pwilrtimla, failrfng with 

ft most of tha survival hopes of 
tha imfi&mous population, to 
«>ysBw w w nti ta, an estimated 
ftp sq mtrf forest around the 
nickel works at Moochegptafc, 
to the remote Koto peninsula, 
nave been destroyed by sul- 
phur emte&kms. 

the ecological crista te not 
may wreaking a terrible amt 

raranental mA hunWi toll Oh 
the Soviet ptmutotiOn. It repre- 
rente arguably one of the big- 
gest political chaitenges to the 
ruling Communist Party, ft 
amounts to a crippUng eco^ 
hontiri burden on an economy 
already in din straits. And 
almost certainly it represe nt s 
an International calamity 
whibh will restore a gtobai 

tadhtibn. 

‘‘fie must 
toifect the, 

§ays mnteoiEtiii 10 



investment schemes. Seven 
nuclear power stations have 
now been abandoned in mid- 
construction in the USSR post- 
Chernobyl - more than any- 
where else in Europe. 

At least 100 -factories have 
been stopped for ecological rea- 
sons, including the huge natu- 
ral gas processing ' plant in 
Astrakhan - the cause of the 
sturgeon kffla on the Volga. 

The absence of any trusted 
institution offering popular 
involvement In the planning 
process has meant a switch 
from ignoring local sensitivi- 
ties, to subserviently following 



Wasted ope Tha hugs Aral Saa, one* tha wortd*a fourth largest 
Martd water, has steettvafy ceased to exist, thanks to tea 
Mads of maash ta and thoughtless Irrigation schemes 

ENVIRONMENT 

Rescuing the 
poisoned earth 


Yablokov, the marine biologist 
who has fought for . years to 
make his own government 
mn of the wt<d« “That’s the 
main cause of our ecological 
and environmental disaster.” 

All the decision-making 
comes from the centre - from 


whatever the mice. Their «hn 
is not human happiness, but 
more production." . 

To stop the deterioration in 
the environment, Ur Yablokov 
said, "we need to change tbe 
mind of the government. That 
is practically impossible. It 


The ecological crisis Is not only wreaking 
a terrible environmental and health toll on 
the Soviet population. It represents arguably 
one of the biggest political challenges to the 
ruling Communist Party 


the government, the minis- 
trles, and the Communist 
Party, he said. "Tbe central 
committee (of the party) 
decides What sort of factory Is 
bulk Where. 

; "All the ministries are full of 
people with the dto-tbtoklng 
more and more production. 


may be easier to change tbe 
government." 

The popular reaction to 
yeals of arrogant go v ernment 
disregard far the environmen- 
tal consequences of crash 
industrialisation And agricul- 
tural mega-projecta has been to 
can a virtual halt to all new 


The Green movement has 
developed rapidly across the 
country. Environmental issues 
have been second only to food 
shortages as an issue in the 
latest election campaign. — 
causing the demise of a string 
of top regional party leaders in 
areas Hke Tyumen (the big oil- 
producing region of Siberia). A 
Green party already exists to 
each of tbe Baltic republics. 
Greens were founders of the 
nationalist movements in 
Estonia, Latvia and Lithuania. 
Mr Yablokov believes it would 
rapidly nick up 4m-ton mem- 
bers across the country (the 
Communist Party has 20m, 
with all its monopoly of 
power). 

Mr Nikolai Vorontsov, chair- 
man of the State Environment 
Protection Committee, needs 
the Greens to fight the bureau- 
crats. He has the distinction of 
being the only non-communist 
to the top ranks of tbe govern- 
ment, and a minister who had 
to be bullied and cajoled into 
accepting his position. 

"We haven't had a case to 
our history where a minister 
has been sacked far polluting 
the environment," he says. 
“There are plenty who have 
been dismisse d for not fu ton - 
lug the Han. Tbe Elan does not 
require them to use clean 
equipment” 

He believes that the techno- 
crats are stfil more powerful 
than the Greens, and agrees 
that th a Plan f*»lf has been 
"an environmental monster.” 
A Hfhinmg environmental cam- 
paigner, Mr Vorontsov Says he 
regards “with honor" the full 
extent of the problems he has 
to deal with. 

*T am responsible for one- 
sixth of the earth’s surface, 
polluted and non-polluted." He 
stands to front of a huge map 
on Ins office wall, and spells 
out the greatest disaster areas 
from tbe top: 

■ chronic overfishing to the 
Barents Sea; 

■ man-made poOotton of the 
Baltic Sea ahd Gulf of Finland, 
to which all the Battle state 
contribute; 


■ the radiation contamination 
to BeLorussia; 

■ industrial pollution to the 
Eastern Ukraine, combining 
tbe worst effects of coal-mining 
and the whole complex of tom. 
Steel, chemical and metallurgy 
industries; 

■ destruction of the Azov Sea, 
through salinity, overfishing, 
and industrial pollution; 

■ the death of the Black Saa, 70 
per cent caused by pollution 
from the Danube, with a “dead 
wa ter ” layer at the bottom of 
the sea which is now only 70m 
from the surface; 

■ the loss of the Aral Sea; 

■ massive Industrial pollution 
around all the big cities of tha 
Urals; 

■ chemical and metallurgical 
perflation to the Kuzbas coal- 
field of Western Siberia; 

■ destruction of the fragile 
Arctic' ecosystems to the 
Yamal peninsula and else- 
where. 

He could have mentioned 
easily a dozen more. 

The Supreme Soviet, brow- 
beaten not least by Mr Yablo- 
kov, approved last December 
the first steps of an environ- 
mental action plan. 

It includes a ban on testa 
funding for projects without 
ecological clearance from Mr 
Vorontsov’s committee, new 
legislation fra* crisis areas, and 
increased lines for polluters. 

Yet tbe of the task is 
truly daunting. On current 
trends, the situation win con- 
tinue to deteriorate until 2000. 
To stabilise fr to the next two 
to three years, and then begin 
to repair the damage, would 
cost between Rbs230bn and 
Rbs300bn. Mr Yablokov 
believes. He does not know 
where the money can come 
from. 

Perhaps even mare of a chal- 
lenge is the need for a com- 
plete change to psychology 
about the environment 

"Communist Ideology puts 
man at the centre erf toe uni- 
verse,” Mr Vorontsov says. 

"Everything is done for tha 
sake of man. But we forgot the 
part of the biosphere. Its 
resources are limited. We must 
change that anthropocentric 
thinking for htospheric think- 
ing. It needs a complete c h ang e 
to vision. It is a psychological 
switch comparable to the 
trauma of changing from Pto- 
lemy’s view of the universe, to 
that of Copernicus.’’ 

Quentin Pool 
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EVERT MORNING. Tolik 
awakes to the piercing sound 
of a recurring nightmare. In 
hie dream, he pictures the 
famous battleship, Aurora, 
taming listlessly on the water 
to aim its enormous cannon on 
the Winter Palace in a scene 
familiar to every S oviet viewer 
from the pseudo-documentaries 
of their chUdhood. 

Tolik’s Aurora is different 
With no warning, it explodes 
in his sknn, fining his mind 
with shrapnel and waking him 
from his dream. 

Be rises slowly, opening first 
one eye and fumbling with an 
ageing reei-to-reel tape-re- 
corder as he threads a tape to 
break the silence in his roam. 
When be presses the button, no 
music comes out Instead, it is 
the voice of a radio announcer 
informing listeners that “yes- 
terday, after a short Illness, 
Comrade Joseph Vissarionov- 
ich Stalin left this life." 

Tofik dresses quietly and lis- 
tens to the famous announce- 
ment of Stalin's death. It is a 
ritual, we Learn later, which be 
repeats every morning. 

This is the opening scene of 
Sergei Soloyev’s Black Rose, 
Red Rose (1990), a Soviet film 


CINEMA 


SOVIET UNION 20 


j 
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Film makers are still obsessed with the past, writes Paul Winfrey 


BUSINESS GUIDE 


A mystery worthy of the screen Test of nerves 


released last mouth bat it 
might as well serve as a meta- 
phor for Soviet cinema in the 
age of perestroika. 

After a bzifiiant beginning, 
film makers have got bogged 
down in the themes of the past, 
unable to find their footing 
among the new-found freedoms 
of perestroika. The result is an 
anomaly; now that censors 
have given film makers the 
right to say what they want, 
film makers are finding that in 
many ways they were more 
comfortable when they had 
something to fight 

Many people date the begin- 
ning of perestroika to the 
release of Tengiz Abuladze’s 
Repentance (1967), a dark surre- 
alist parody of the small-town 
dictator who resembles Stalin’s 
henchman, Lavrenti Berla. 

Hie humour is pointed and 
only loosely disguises the 
film’s very serious p ur pose: an 
attempt to come to terms with 
pain and guilt left over from 
S talin ’s times. - 

Vassili Pikul’s Little Vera 
(1988) drew huge crowds when 
rumour circulated that the film 
contained explicit sex (then a 
Soviet first). Many went home 
disappointed - unaware that 


the sexual offerings were mea- 
gre and the film’s message hra- 


StOl, in spite of much audi- 
ence disappointment, critics 
baiieH Plkul’s work as one <rf 
the best Soviet films of the 
past decade - a haunting 
vision of the senselessness of 
modem Soviet life. 

In spite of its Soviet origin, 
Latvian Juris Podnigekes’s Is 
It Basg To Be Young? (1967), a 
stirring documentary about the 
anger and alienation of youth, 
remains one of the finest docu- 
mentaries about young peo- 
ple’s problems made anywhere. 

These were good films but 
they appeared almost three 
years ago and perestroika has 
yet to top them. More recently. 
Soviet cinema has deteriorated 
into a hackneyed series of 
cliches unable to hold the 
of Hwii* audience. 

Moscow critics have begun 
wondering out Loud why perea- 
tredka can generate such good 
journalism and impassioned 
polemics could create such 
mediocre art 

What sensations there have 
been — Hka the release of Abu- 
ladze's Repentance and the 
publication of Anatoli Ryba- 


kov’s Children of But Arbat - 
have come largely from works 
created in earlier times, when 
artists were still repressed and 
had to fight for the right to 
make an ythin g, 

Perestroika, for some reason, 
has been unable to produce its 
own metaphors. Why this is 
the case remains a mystery, 
although many fort the reason 
may be that artists have got 
too cau g h t up in the political 
process itsrtfl Certainly, many 
writers and film makers 


proved they could grasp the 
essentials of perestroika foster 
than party functionaries. 

As a result, they: were 
elected hi droves to the new 
parliament, where .they have 
given, many fine speeches but 
not, alas, written many fine 
novels. 

Filins, too, have often, been 


thinly-disguised ' polemics, 
eager to show the director’s 
sympathies, but lacking in. the 
humane vision as the Ws of 
all great art 



LUte Vera was helled aa of «m 
m handing vision of llw a a n aa ln 


SovMIH* 


“WHEN families are happy 
they are alike. When familie s 
are unhappy they are unhappy 
after their own fashion.” Mr 
Arthur Yerkamov, executive 
secretary of the board of the 
USSR Union of FOm Makers 
quotes the opening lines of 
Anna Karenina to sum up the 
state of his industry. 

Perestroika has not been 
accompanied by a flowering of 
Soviet fnw» maiding , while soci- 
ety’s political imagination is 
hrin g unlocked, film not 
unlocked its cultural horizons. 

Instead there has been a 
flood of documentary films 
focusing on previously closed 
areas of Soviet society, drugs, 
alcoholism, corruption in the 
C ommunis t Party, the role of 
the mafia and prostitution. 

Mr Yerkamov, an expert on 
early Soviet cinema says: “Rev- 
olution is a very difficult time 
for art If you examine the 
October Revolution, good art 
only started to appear in the 
1920s after the revolution was 
consolidated.” 

Yet tiie confusion of revolu- 
tionary times is only one expla- 
nation for the lack of dyna- 
mism. The other is that 
institutions and habits of Sta- 


Charles Leadbeater on the cinema industry 


Lack of dynamism 


linism were deeply ingrained 
within the industry, from the 
way Goskino, the state film 
committee, selected films to 
the way directors conceived 
them. It will take a long time 
to rid the industry of them. 

That is the goal of a far 
reaching restructuring plan 
drawn up by the nnirm. Under 
the old system Goskino used to 
select which films to make, vet 
the screenplay, chose the act- 
ors, calculate the budget, 
appoint the crew and then 
oversee the film's eventual 
screening. 

The plan, which was called 
for by the 5th Congress of Efim 
Makers in 1966, is a case study 
of the bureaucratic opposition 
to reform. After a lengthy 
struggle with Goskino, leading 
film makers met Mr Nikolai 
Ryzhkov, the Prime Minister, 
in May last year to present 
their plan in the presence of all 
the relevant ministers. The 


Prime Minis ter called for the 
final plan to be presented by 
tiie ministries a month later. 

Under the new system, 
which is iwing formally intro- 
duced this year, the union will 
take responsibility for super- 
vising toe industry. Goskino is 
intended to take a subordinate 
role. Afi the USSR's 39 studios 
wfll he given freedom to chose 
which films they will make 
and who to employ on them. 

One of the most important 
aspects of the plan is to create 
a labour market for creative 
staff. Technical staff like engi- 
neers and admtnlH tr ato rB will 
be fun time employees of the 
studios. But creative staff like 
camermen and actors who 
used to be full time employees 
of studios will in future be 
employed on contracts for the 
duration of the film’s produc- 
tion. Their salaries will be 
linked to the film’s profitabil- 
ity. 


According to the onion, 
there is considerable scope for 
fiwawrfai disaster in the indus- 
try. Mr Yerkamov says: “Some 
studios must go bankrupt.” 
Indeed, some of the 10 separate 
studios created at Mosfilms are 

already te chnicall y bankrupt, 
according to the union. 

This move towards self-fin- 

muring amnng Studies IS Only 

the first stage. Last month the 
wninm set up an association of 
independent co-operative film 
makers to act as an innova- 
tory, competitive force. 

Mr Ryzhkov is considering a 
union proposal that all studios 
should become co-operatives 
by 1994, when the last rem- 
nants of the old system should 
be completely eliminated. 

Bat this transformation in 
production is unlikely to trans- 
form the industry unless there 
are ccm pllmawtar y moves 
among distributors and cinema 
halls. 
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There have been tentative 
moves towards a freer distribu- 
tion market. Last year the 
iminria and . the state commit- 
tee organised a series of film 
auctions.at which distributors 
bid for new films. Prices 
ranged from'Kbsia per copy to 
more than Rbsl2,000. 

“We discovered for the first 
«ina that there were lots of 
fflmfl that no one really wanted 
to watch and which did not 
even cover the. costs of their 
production,” said Mr Yerka- 

mov. ' 

The auctions also uncovered 
another threat to plans for a 
more open market: distributors 
ViaH started, organising them- 
selves Into groups to act -as 
monopolists. . . 

' The union, has . identified 
another dframma familiar to 
broadcasters and film makers 
in the West. Without' having 
got anywhere near Creating a 
free market It is already .wor- 
ried by creeping commercialis- 
ation. . 

“To operate In the interna- 
tional market we have to make 
popular «* Minu »mrn «1 ’ TThrm But 
If we let commerciallsatLon 
take over that will be^the mid 
of cinema," says Mr Yerkamov 


DOING business In Moscow 
reminds one of tiie 19th cen- 
tury recipe for game stew 
which starts, with the sound 
advice;- “First catch your 
hare..." 

In the case of the. foreign 
businessman who has decided 
to tackle the Soviet market, a 
- similar approach is appropri- 
ate. It is a question of putting 
aside sophisticated marketing 
techniques and equipping 
yourself psychologically for 
solving some basic problems. . 

The key question is how to 
begin to set up meetings with 
Soviet foreign trade organisa- 
tions, ministries and other pos- 
sible future business partners, 
ft is not suCh a'sfQy question 
as it sounds. ' 

There 'are two main, obsta- 
cles and it helps to be aware of 
than at tiie very outset first, 
central switchboard systems 
are unknown in the Soviet 
Union, so everyone has a sepa- 
rate telephone number. But if 
someone Is not at bis or her 
desk for a day, or two or mare, 
then the telephone will not be 

answered, as many employees 

do not seem to have secre- 
taries. Do not pin your hopes 
on a number which does not 

■ answer - took for alternative 
contact numbers in the same 

organisation. .* 

Incidentally, the same Is true 
of hotel rooms: yon will have a 
direct phone number, whereas 
the hotel switchboard cannot 
be relied on to take messages 
or pass on calls (with the hon- 
ourable exception of the new- 
ly-renovated Savoy Hotel)- So if 
you. expect anyone to contact 
you during your JJtay, give 
them your direct number - 
and be .prepared for calls after 
midnight- 

■ Second, .thereuare.no, tele- 
phone directories as we know 
them. The closest you will 
come. Is an invaluable publica- 
tion called Information 
'Moscow, available at some 
Iniourlst desks, at Collets 
bookshop in London, at the 
Soviet-Swlss joint Venture 
Sadko in Moscow or direct 
frbm the. publisher. . . 

.The best way to save time 
and frustration is to find Rus- 
sian- speakers to set up 
appointments and meetings lor 
you. Many Of the intannatinrml 
chambers of commerce based 
in Moscow provide such a ser- 
vice and can give very useful 
advice and contacts. 

ff you can, follow the exam- 


ple of the more experienced 
international b usinessmen who 
base themsrtves at the World 
Trade Centre, the concrete 
rarnpw bixflt by Dr Annand 
Hammer on the banks of the 
Moscow .River, diagonally 
opposite the Ukraine Hotel. 
Many of the chambers of com- 
merce, international airline 
offices and Vneshefconotnhank, 
the Soviet Bank for Foreign 
Economic Relations, are there. 

On tiie second Level at the 
top of the escalators Is the Ser- 
vice Bureau which will send 
your telexes and fax massages, 
and TTtaka international calls. 
Thereby hangs another tale. 
Outgoing International calls 
from Moscow are charged, at 
between three and five times 
the rate you would pay to call 
Moscow from the Wert from an 
automatic telephone. On regu- 
lar Soviet phones you may 
have to wait; six hours or more 
for an. operator-booked calL 

The so-caHed dollarisation of 
the Soviet Union gathered 
pace over fixe past year or so. 
Foreign visitors win find many 
more services than they used 
to, but almost all payable in 
foreign exchange. Even though 
visitors can now benefit from a 
much more favourable 
exchange rate for their cash - 
10 times the official rate - 
there is very little they can 
Spend their roubles on. Having 
such a favourable legal 
exchange rate reduces any 
residual temptation you may 
fort to use the black market — 
unwise at the best of times. 

If you do find yourself with a 
surplus, then one possibility is 
to get your Soviet partner to 
book a table or hire a car on 
your behalf. Then it should be 
possible to pay in roubles. 

The choice of restaurants Is 
improving all the time, 
although many now insist on 
payment in hard currency. Do 
not give in willingly — a com- 
promise is to pay for the food 
m roubles, wwd the drink in 
dollars. Try U Pirosmani for 
Georgian food, U Yuzefa, a 
Jewish co-operative; Kropot- 
kinskaya 38 - the first cooper- 
ative cafe in Moscow - orGla- 
zour, for an upmarket meaL 

ff none of those take your 
fancy , you can always queue at 
Mhikinaldw in Pushkin Square. 
You can get a Big Mac in about 
one hour. 

Ubiquitous blade Volga cars 
can be hired in all the tatemar 
tfohal hotels — at around 


seven “hard roubles’ per hour. 
They are good value and aq 
excellent way of red u cin g the 
stress of a busy schedule. 

If you are not a Russian 
speaker it is wise always to 
check before a meeting 
whether your Soviet partners 
speak your language — the 
onus will invariably be on you 
to provide an interpreter. Book 
through your hotel in advance 
and expect to pay around 70 
‘bard roubles’ a day, but do sot 
fogritate to ask their help for 
pairing appointments, book- 
ings and enquiries! 

Of course the most impor- 
tant item is your visa, which 
of fic i all y now only takes 48 
hours from receipt of thewrtt- 
tan invitation from your Soviet 
partner. Getting the invitation 
is what tak es the time. How- 
ever, it is now possible for a 
h mritww<^Tim to cfffiw as h_ tour- 
ist in order to find a suitable 
partner. 

With the upsurge to interna- 
tional interest in perestroika, 
accommodation is at a pre- 
mium in Moscow. Several new 
hotels are planned, but they 
will not be built until the rush 
is over. As a result, room 
prices for foreigner s ha ve 
soared, and you may have to 
pay at least $200 fin: a room 
which anywhere else would 

CQSt half v 

Hotel bookings can be made- 
through a Hunt ed number of 
organisations: in London, 
Intourist, Thomas Cook or 
Barry Martin Travel, a com- 
pany which specialises in busi- 
ness travel to the USSR. If you 
still have no luck, then try Air- 
tours, the only joint venture 
travel agent to Moscow, which 
can find rooms in hotels not 
normally .open to foreigners. 

Travel within the country 
will have to be arranged 
through Internist, not ana of 
tiie world's great travel agents. 
Nor is Aeroflot, in spite of 
same recent efforts, one erf the 
world’s most accommodating 

alriinftBL 

- Useful telephone numbers: 
USSR Chamber of Commerce: 
923 4323 

British-Soviet Chamber of 
Commerce: 253 2564 
Information Moscow: 135-1164 
ZMkoop: 2624330/9753486 
Airtours: 487-6678/6778 
(telex: 411935) 


Quentin Peel and 
Bobby Meyer 
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Eastern Europe is changing fast - so is business. 1 * -v 

At the crossroads ’between -East and -West^ with offices, in Budapest and Prague and with over 50 years r 

of expertise, market knowledge and contacts, Girozentxale VIeima is ideally placed to make trading in ." 

COMECON a little bit easier. . 

Whether you are breaking into new markets or expanding your existing business; be it exporting, importing 
or joint ventures, talk to Peter- Foltin in Vienna on 222-71194, to Martin Bernal in : London on 01-929 2345 
or to Frederic Sears New York on 212-644 068L' . ' ... £ 
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Austria’s European Bank 





